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DELHI

20. Jain Book Agency, Con- t
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21. Sat Narain&Sons, 3141, 3
Mohd. Ali Bazar, Mori 
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22. Atma Ram & Sons, Kash- 9
mere Gate, Delhi-6.

23. J. M. Jaina & Brothers, 11
Mori Gate, Delhi.

24. The Central News Agency, 15
23/90, Connaught place,
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INTRODUCTION

1. the Chaiiman of the Public Accounts Committee, as aoAorised lijr 
die Committee, do present on their behalf, this Seventy First Report oa 
die Appropriation Accounts (Defence Services), 1964>65 and Audit Repoit 
(Defence Services), 1966.

2. The Appropriation Accounts (Defence Serwces), 1964-65 together 
«^th the Audit Report thereon was laid on the TaUe of the House on the 
28th March, 1966. The Committee examined them at their sitting* held 
on 24th to 28th October, 1966. Minutes of each sitting of the Committee 
form Part II* of the Report

3. The Committee appointed a Sub-Committee to ccmader the case 
referred to in para 10 of the Audit Repoit (Defence Services), 1966. The 
Committee has already presented a separate report on that case.

4. The Committee considered and finalised this Report at their sittiiig 
held on the 27th January, 1966.

5. A statement showing the summary of the main condusions/cecom- 
mendations of the Committee is appended to the Repoit (Appendix IX ). 
For facility of reference, these have been printed in thick type in die bodjy 
of the Report

6. The Committee place on record their appredation of the assistance 
rendered to them in the examination of these Accounts the Comptrcdlcr 
and Auditor General of India.

7. They woidd also like to express their thanks to the officers o i die 
Ministries of Defence and Supply, Technical Development and Materials 
Planning for the co-<^ration extended by them in giving information to the 
Committee.

New Delhi; R- R- MORARKA,
January 28, 1967. Chaimum.
Magha 8,~1888 (5 )7  Public Accounts Committee.

•Not printed. (One cyclostyled copy laid on the Table and five copies pla
ced in Parliamentary Library).

(v)



BUDGETINO, CONTROL OVER EXPENDITURE AND G EN ERA t

Audit Report (Defence Serrioes), 1966
Review of expenditure against Grants and Appropriations, paras 1—3, 

pages 1-2:

The totals of the voted grants and charged appropriations for tbtf 
Defence Services during the three years ending 1964-65 and the actual 
expenditure there against are ^ven below:—

1962-63 1963-64 1965-66

(0 V o te d  G r a n t s
I. Grants (including Supplementary 

Grants) 532-12

(In crores of rupees) 

901 13 896-45
2. Actual expenditure 503-99 858 25 851-03
3, Savings 28-13 42-88 45*42
4. Percentage of 3 to i 5-28 4-76 5 07

(it) C h arg e d  A p p ro p r ia tio n s
I. Appropriations (including Supple

mentary Appropriations, if any) 0-22 0-27 0 3 7

2. Actual expenditure 0-13 o-op o-i6
3. Savings o-op O'18 O'lT
4. Percentage of 3 to i* 39'12 6 5 2 9 42 33

1.2. Savings in/excesses over voted Grants:—^During the year there 
were savings in three Grants and excesses in two Grants as indicated 
below:—

Grant No. Final Actual Savings(—'
Grant expenditure E x c ^

(In crores of rupees)
4. Army
5. Navy
6. Air Force
7. Non-Effective 

113. Capital Outlay

582 89 
23 14 

127*57 
21*90

140-95

562*93
23-93

128-95
20-59

114-63

(—)i9-96 
(+)o-79 
(+ )i-3 8  
(—) i - 3 i 

(—)26-3*
*Petoentaget tave been wotked otf on MiHl figuies befeic ToUtadlag.



1.3. The excess of Rs. 0.79 cnxes u a t e  Oraiit No. S-Navjr and 
Si. 1.38 croces under Grant No. 6-Air Force require regularisation under 
Aftide IIS  ol tlie Consdtution. The excess under,tbese Otaats was nuunlj 
Aie to larger ezpemfituie on stom  than a n d d p a t^

1.4. The excess under Navy occurred after meeting an expenffiture d  
Sa. 1 ‘50 crores out of the advance taken from the Contingency Fund on 
30 Match. 1965.

f.5. Out of the saving of Rs. 47.59 crores under the three Grants, viz. 
Aimy, Non-E&ctive and Cajntal Ouday, a sum of Rs. 28-89 crores was 
mnoKfered on 31 March, 1965. The surrender under the Capital Grant 
done was Bs. 25'09  crores representing neady 18 per cent of the total

1.6. Control over expenditure,—Provi^on made in the budget for the 
fbllawing items proved excesdve or unnecessary:—

Mature o f item B u d ^  Actual Unutilised Percentage 
Provision Expenditure provision of(^)to

& on (4) (5)

JhHSf
0  Hired transport 5*44

(In crores of rupees) 

*•30 3-14 8
@i) Purdiase of material for

89-85 60-52 *9-3J 33
@0 Ordnance Stores 40-00 31-12 8-88 22
Ofd) Mechanical transport 

v ^ d e s  & OHUi^ed 
stores 56*66 49*16 7-50 13

Air Force
(b) Aviation St(nes pur

chased from abroad 15-79 9-47 6*32 40
Capital Outlay 

(jpi) Army Woiics 57-98 42*18 15-80 »7
(jpit) Farms 0-50 o - i6 0-34 68
(ont) Acquisition of land for 

Naval works 0-27 ■ m 0-27 too
(ix) Purchase of Naval 

Vessels 1-30 0-53 0-77 59

(jc) Naval DocVyard Expan
sion S c h e ^ 1-26 Q .4 9 0-77 61



. 1.7. H ie Cowiwiitteo aidced' if the Ministry of Finance proposed to 
aay steps to ensure that the ad hoc cut imposed i)y ttiem had in fact the 
desired e ^ t  of nanowing the gap between the eiAinuites and the expend!- 
tuie.

1 .8: Hie Finandal Adviser informed tlie Committee that a cut of Rs. 20 
CRKes was imposed in 1964-65 but that did not reduce the gap in full. In 
regard to 1965-66 the witness stated that as t i ^ t  budgeting was resorted 
to in that year, in a budget of Rs. 949 crores, revenue and capital; there 

an overall saving of Rs. 89 lakhs only less than one per cent.

1.9. Hie Committee enquired about the acdon taken on their recom* 
mendation contained in para 1.6 of the 48th Report (Third Lok Sabha) 
regarding the streamlining of the procedure for speedy adjustment of 
customs duty tb avoid the possibility of an excess expenditure on that 
account. The Defence Secretary replied that various measures had been 
worked out in this connection, but it was still to be seen as to how far it 
had been possible to achieve the desired objective.

1.10. Referring to the excess of Rs. 1.38 crores imder the Air-force,. 
which had been mainly attributed to larger expenditure than anticipated an 
various items, the Committee asked why no supplementary provision or an 
advance from the Contingency Fund was obtained in time. The Defence 
Secretary stated that all those payments were to be adjusted in U.K. and 
added if an .advance from the Contingency Fund had been obtained, it 
would have to be surrendered in case no payment was made. Due to the 
uncertain portion, the vntness stated, the advance from the Fund was not 
obtained. The witness further stated that the money from this grant had 
been appropriated as it was thou^t that the money would not be spent. 
Tihe witness said that when the High Commisuoner was asked as to how 
the particular changes occurred, he replied that was due to c e r t^  mistakes 
in calculation.

1.11. Asked if there was no machinery by which correct figures could 
be had, the witness replied that a number of letters and telegrams were sent. 
Since there was no response, on the basis of the past experience when there 
were considerable savings in the mrforce* grant, a risk was taken but that 
proved wrong.

1.12. The Ministry of Defence have submitted notes explsdning the 
reasons for the excess expenditure under Grants Nos. 5-Navy and 6-Air 
Force. The notes are at Appendix I.

1.13. From flie two notes subnutted by the Ministry relating to excess 
oi expendftore in grants No. 5-Navy and No. 6*Air Force, the Committee 
observe that the excess were mostly due to larger materialisation of s n ^



piks «f Ihe ato|fC9» dwiog the period aad aon-alkipitfiM of iujnndlfiiii 
for ceftaia iteais.

1.14. The Committee feel that the questkm of havfaig an effective ttm*
Irol over eiqpenditiire still needs to be pursued widi a greater vigour. T hej 
hope that the measures initiated hi the matter, as was slated by the Defence 
Secretary during evidence, vrould improve the budgetary control hi Ihe 
coming period, and shall eliminate excesses over the amounts by
Parliament.

1.15. Subject to the above observation the Committee recommend dMt 
excess over Grants Nos. 5«Navy and 6>Air Force may be regutarised.

1.16. The Committee, pointing out the savings under different heads 
as mentioned in Audit Para, enquired about the steps taken to obviate their 
recunence.

1.17. The savings, luider Capital Outlay the Defence Secretary stated, 
were due to various changes in the specifications of the buildings. On the 
request of the Ministry of Finance, the specifications were changed from 
near-permanent to semi-permanent to intermediate scalcs and again to 
civil scales. The witness added that stability had now been arrived at and 
the difiBculties, it was ho’ped, would not recur and the money on accommo
dation would be spent. Out of Rs. 26.32 crores the witness stated, Rs. 22 
crores were surrendered in time.

1.18. The saving of Rs. 1 crore nearly, out of Rs. 3.14 crores. men
tioned against item 1, para 3 of Audit Report, on hired transport, the 
Defence Secretary staled, was on account of non-payment of bills due to 
incomplete documentation. The bills were returned by the internal Audit 
as they did not contain all the details. The witness added that the autho
rities concerned would be impressed upon to send the bills complete in all 
respects. A saving of Rs. 28 lakhs was primarily due to the rate of hire 
charges not being decided in Punjab and Himachal Pradesh. There was a 
dispute with regard to the hire charges and a decision on that had to be 
taken. The witness stated that sometimes the transport was utilised with
out first deciding the charges, as they were generally calculated on the basis 
of rules, for which there was a regular procedure. The decision on these 
matters, the witness added, was taken by the State Oovcmment or the 
Collector.

1.19. With regard to the saving of Rs. 29.33 crores. indicated against 
item (ii) para 3—Purchase of material for Ordnance Factories the witness 
stated that itJwas broadly the result of the sjrstem foUowed in forecasting 
the budget figures which were really based on the pre^ous year’s experi* 
ence. In the previous year there was a sudden increase in the demand lor



iraw materials and when the budget estimates for he subsequent year were 
^ w n  up die necessary correction was not ai^died. The Defence Secretaiy 
admitted that it was due to wrong budgeting and he added that lemedial 
steps were being taken.

1.20. The saving of Rs. 15.80 crores on the Army works, [item No. 
(vi) of para 3] the witness stated, was mostly for the reason that the project 
for the married officers' accommodation was not sanctioned in time. This 
item alone resulted in a saving of Rs. 11 crores. The witness was of the 
view that such a programme should be taken up with a greater vigour, but 
he regretted that the Finance Ministry could not be convinced of the 
urgency involved in the matter. He added that when a cut of Rs. 20 aores 
was imposed there was a suggestion that the provision under the married 
officers' accommodation might be reduced- But that view was not 
accepted by the Ministry of Defence. The witness added, however, that 
object was achieved by not sanctioning the project on the ground that 
specifications had changed. He concluded that the things had now been 
settled with the Ministry of Finance and it was hoped that in future more 
money would be spent on the accommodation for married officers.

1.21. As regards item (iv)—Mechanical Transport vehicles and 
stores, the Additional Secretary, Ministry of Defence stated that the utilisa
tion of the allotment depended upon the nlaterialisation of orders placed 
through DCS & D. If the orders did not mature in time no payments were 
required to be made. Another reason for less expenditure under the head 
was that there were reductions in the unit entitlements of motor cycles and 
other vehicles.

1.22. The Defence Secretary informed the Committee that the saving 
against item (v)—Aviation stores purchased from abroad, was due to certain 
miscalculations on the part of the High Commission in U.K. with regard 
to the carryover of orders from the past. Asked if there was any indication 
of any improvement in the situation, the witness replied that the Ministry 
of Defence had no direct control over the High Commission. He, however, 
assured that the things should and would be improved.

1.23. The Committee note that the savings were due to the ch u q ^  is  
specifications of the buildings, non-finaiisation of payments for the tnmqioit 
hired by the Army authorities, provision for purchase of material for 
Ordnance Factories without any proper estimates, delay in aanctkmiBg of 
constmetiOB of accommodation; non-materialisation of Mve soppliea; 
miscalculation of expenditure estc.

1.24. The Coounittee regret that in spite of theb- repealed insisfeace on 
proper budgetittg tiie above savings occurred and a sobatwflal aoMant bad 
not been utilized for tiie purpose tt was provided for fai the Defeace hm igtL



Ibe  ConuBittee hope that effwrta would be made to fcmoTe draw debcfjp 
M that budget wfiawftw and actuals give a more leaOstk pktnic.

Non-verification of cre^t for stores in the consignee^ ledgers, para 4, 
pagfi 2 :

1.2S. The number of vouchers in respect of which credits for stores 
despatched to various consignee units could not be verified in their ledgers, 
as reported in the Appropriation Accounts for the last three years, is 
indicated below:—

1962-63 1963-64 1964-65

(as on 
30-9-63)

(as on (as on 
30-9-64) 30-9-65)

Anny . . . .  
Navy . . . .  
Air Force . . . .  
Factories . . . .

2,110
1,056
4.911
5.873

2,689 2,866 
701 664 

6,278 6,596 
6,624 3.777

13.950 16,292 13,903

1.26. Out of 13,903 vouchers outstanding as on 30 Sei>tember, 1965, 
the number of vouchers where the monetary value of stores is Rs. 500 or 
more, is 3,035 (Army 590, Navy 35, Air Force 707 and Factories 1,703). 
Some cases covering 109 vouchers of a total value of Rs. 42*19 lakhs 
i ^ r e  credits could not be traced are detailed below:—

Nature of Stores
%

Number Amount.
of (in lakhs 

voiichers of rupees)

Ration articles (induding tinned foodstuff) 
Vducles . . . .  
Qothing items . . . .  
Petrol, Oil and Lubricants .
Stationery . . . .

•  •

72 13*60 
8 21*55 

*5 3*44 
3 3-43 
X 0*17

0 109 42*19
! t

1.27. The Committee referred to the Government’s sanction in response 
to the recommradation contained in para 1.23 of their 48th Repdrt 
(1965-66), for the appointment of two teams in July, 1966, for linldng



tile outstanding vouchers relating to Air-force for tfie period upto 30th 
September, 1964 and asked about the progress made and the targets, if any, 
prescribed. The Defence Secretary replied that no targets had been laiS 
because they woidd vaiy with regard to the complexity of the item. The 
13,903 outstanding vouchers on 30th September, 1965 had come down to 
6,176 on 30th June, 1966. Out of 6,176 vouchers, 4,160 related to the 
Air-force. The number of vouchers with a value of over Rs. 500 
(specifically referred to in the Audit Para) was stated to have come down 
from 109 to 92. In terms of money the witness stated, the amount to be 
reconcfled had come down from Rs. 42 lakhs to Rs. 10 lakhs.

1.28. So far as , 3,035 vouchers, mentioned in the Audit Report were 
concerned, the witness stated that they had now been reduced to 1,339 
and efforts were continuing to reduce them further. The witness stated 
that the main difficulty was with regard to the Air Force, which dealt with 
nearly 5 lakh vouchers every year. The vouchers related to numerous 
spare parts for which various indents were sent. Whenever a unit moved 
from one place to the other, there was a considerable amount of difficulty 
in reconciling. He added that the Committees appointed in the matter had 
borne fruit as substantial reduction had been achieved.

1.29. In reply to a question, the witness stated that the largest number 
of vouchers were outstanding with the Air Force and gave the following 
figures as they stood then vnth them:—

Year No. of 
outstand
ing
vouchers

Prior to 1957-58 . . . . 291
1958-59 . . . . 55
1959-60 . . 49
1960-61 . . . . 170
1961-62 . . . . 337
1962-63 . . . . 660
1963-64 . . . . 1072
1964-65 . . . . 1126

1.30. Asked if the teams constituted had been directed to clear the 
old vouchers first, the witness stated that was what the Ministry desired, 
but actually they were proceeding station by station. He achled that on 
the receipt of analysis it would be decided one way o r  tiie o^her abont 
the vottcbers pending for the last six yean.



1.31. The CSwMiiiitee hape ttat TfgoiMs tfo iti wouM be conOMicd l»
meed oD the dettnuce of the Yoacbers. They desire dial

dedsioB shooid be lakcn to deal one way or the other wiOi iteoii 
which are move than six jean old. ^ ed al attention is required to ded 
with tlie outstanding ▼ouchcts of Air Force, wiure the number of outstand* 
hgs is vciy laige.

Appropriation Accounts (Defence Services), 1964-65

Pages 8*9, para 17— certificate of Controller General of Defence Accounts. 
Sub~paras 11 and 12

1.32. Outstanding daes on account of rent upto 31st March. 1965 from 
Central Ministries, State Govenunents, Private bodies. Messes and Qubs 
and OfiScers etc., as on 30th September, 1965 amounted to Rs. 2-50 crores 
(approximately). Outstanding dues on account of Defence Department 
hmds pven for cultivation by Nfilitaiy Estate Officers and/or other State 
Governments upto 31st March, 1965, but outstanding on 30th September, 
1965 amounted to Rs. 8*83 lakhs (approximately). Outstanding dues on 
account of Defence Department lands under the management of Ordnance 
Factories, tented or leased out to outside parties upto 31st March. 1965 
but outstanding on 30th September, 1965 amounted to Rs. 0*59 lakh 
(approximately).

1.33. The number of cases where the amount of outstandings on 
account of rent and allied charges exceeds Rs. 5,000 in each individual

E, pending for more than one year is 143 amounting to Rs. 1 *93 crores.

1.34. The Committee were informed that the question of clearing 
outstanding dues was constantly reviewed by a senior officer in the Ministry 
and periodical meetings were held with the representatives of the Ministries 
concerned, in place of protracted correspondence at lower levels, whidi 
went on under the old system.

1.35. Asked if there was any improvement, the Additional Secretary 
to the Ministry replied that there was some improvement in regard to the 
recovery and added that the old dues which were not possible to be 
recovered had been written off.

1.36. The Committee asked instead of writing off the dues why a 
q>ecial officer was not being appointed, as recommended by them in their 
33rd Report, for the clearing of dues. The Defence Secretary replied that 
the appointment of a special officer would not improve the rituation. The 
nature of cases was such that a special officer was not likely to contribute 
anything to the solution of the problem. Stating the nature of cases, the 
witness ^sclosed that die State Governments did not make the payment; 
esatonment boards had no funds to pay. Tho-e were dues from some 
people too, but tfaqjr had disappeared long ago and thdr whereabouts wete



not known. Breakup of the dues pven by the Defence' Secretary wa< u

(Rs. in lakhs)

37 
26
37 
22

626
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1. Ministry of Rehabilitation & Rehabilitation Deptts.
2. State Govt. Departments . . . .
3. Other Centrral Govt. Departments .
4. Private parties including MES contractors
5. Cantonment Board, etc. . . .

The witness stated that in cases, where the Ministry had a control e.g. 
Cantonment Boards and messes etc., remedial action had been taken, pay
ments due to the parties, had been held back. So far as Ministries or Gov
ernment departments were concerned, their cases had to be settled and those 
cases were not pending for a year or two but for the last many years. In 
reidy to a question, it was stated that the earliest period to which dues re
lated was 1946-47. Answering a further question, the wimess stated that 
it might be possible to recover some dues and some might not be collected. 
Asked if any date could be indicated by which the recoveries would be made, 
the Defence Secretary replied in the negative and added that the procedure 
had now been tightened.

1.37. Asked why a machinery could not be evolved which should 
constantly review the matter and take proper action, the witness replied that 
persons from whom money was to bis collected were spread all over the 
country throu^ various organisations, therefore, one man sitting at the 
Headquarters would not be able to do anything.

1.38. The witness, in reply to a question, stated that the dues were not 
amounting, they were rather coming down year by year. He hoped to bring 
them down further.

1.39. Asked what was the procedure for writing off the amounts, the 
witness stated that the procedure was very elaborate and added that the same 
was also one of the reasons for the accumulation of dues. He stated further 
that first of all it was enquired why the money could not be recovered. If 
the debtor was an individual who had sufficient resources, then the question 
of writing off did not arise. The Committee desired to be furnished with
•  note indicating:—

(i) the actual amount of the arrears collected during the period 
1960-61 to 1965-66; and

(ii) how much amount was written off during this period.

Hw information is still awaited fiom the Kfinistry.



1 ^ .  The Cmnnittee icgnt to note that an amoont of Rs. 150 croNi 
on account of rent vpto 31st March, 1965, remained outstanding tiD 30(h 
September, 1965. In additimi, another amount of Rs. 9.42 hddis ivaa 
outstanding on account of Detoice deptt. bnds. It is all the more supiM qi 
to note that some of the dues rebted even to 1946^7. The Committee ate 
not satisfied with the efforts so far made to effect these recoveries. Evoi 
though there may be some difficulty in handling of all these tecoveiiea 
fliro u ^ n t the country by a special officer, the Committee feel that the 
Afinistry of Defence should immediately evolve some procedure so that 
these outstanding dues are recovered as early as possible. In case where 
recoveries are not possible, the irrecoverable amounts should be written off 
with flie sanction of the competent authorities. The Comndttee would also 
like to watch the progress of the efforts made in realiring these outstanffii^ 
dues through futare Audit Reports.

Sub-para 13

1.41. The number of cases of losses, awaiting regularisation for more 
flian one year was 108 amounting to Rs. 89 laldis. The Committee 
enquired the latest position.

1.42. The Defence Secretary, in reply to a question, informed the 
Committee that the number of cases of losses, which were awaiting 
regularisation for more than one year, had come down from 108 to 84 on 
30th June, 1966. Similarly the amount involved in them had been reduced 
from Rs. 88*6 lakhs to Rs. 76-56 lakhs. The actual nature of cases was 
^ven to be as follows;—

10

SI. No. Nature of Losses No. of
cases

1. Stores ................................................................  25
2. Cash ................................................................  4
3. Irrecoverable amounts from or over-payments to contractors

but not due to breach of contraa . . • . . 5
4. Infructuous e x p e n d i t u r e ..............................................  2
5. Barrack dam ages.............................................. 2
6. Stock taking 16
7. Damages to property . • . • * 1 0 .
8. Revenue 6
.9. Detrrioration in Stock 13

JO. Production . . . . . . . . .  1

1.43. The Committee hope that special eiforts would be made to brtag 
4»wn at a npU  pMa Ihe avadwr of caaes of ioiKS which need tffO tr in



n
ARMY

(i) A<qufant GenenTs Branch

infructuous expenditure incurred on account of irregular re-employmetU of 
personnel on the instructional staff of NCCITCC, Para 45, pe^e 24.

In 1958, Government issued orders prescribing the terms and comfitions 
of service for re-employment of combatant personnel exclusivdy on the 
instructional staff of NCX:/ACC. Notwithstanding the issue of these orders, 
a directive was issued in April, 1963, Aimy Headquarters, for lecndt- 
ment of such personnel under general Government orders issued in 1962, 
ivescribing the terms and conditions of service for re-employment of 
<ex-service personnel in the regular Indian Army during the period of the 
-present emergency.

2.2. As the terms and conditions in the latter orders were financially 
more advantageous to the re-employed personnel, the recruitment of 
instructional staff for N(X;/ACC under these orders has resulted in an 
•extra expenditure of more than Rs. 9 lakhs.

2.3. Further recruitment of instructional staff, for NCX!3/ACC under 
the general Government orders of 1962, has been stoi^>ed since May, 1964, 
under the directive issued by Army Headquarters.

2.4. The Defence Secretary informed the Committee during evidence 
that this case arose in very special circumstances in 1958. At that time 
as J.C.Os and N.C.Os were required in a limited number for the N.C.C., 
an order was issued prescribing certain terms under which retired J.C.Os 
•and N.C.Os for N.C.C. could be recruited. In 1962, J.COs and N.C.Os 
were also called for active service. The terms offered for re-emidoyment 
in the army being more generous there was a competition between 
recruitment for NCC and the army. In 1963, the Army Headquarters were 
authorised to recruit persons to meet N.C.C. requirements. Due to the 
misinterpretation of its legal authority the Army Headquarters, the witness 
stated, recruited the instructional staff on terms applicable to re-employment 
of such staff in the regular Army.

2.5. Stating the method of recruitment of J.C.Os and N.C.Os for 
'N.C.C., the Defence Secretary stated that the N.C.C. requirement was met 
either by getting them from the regular army, by re-Mnfdoying the retired

2534(Aii) L.S.—2.
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officers. Smnetimes ihe suitable N.C.C. boys, after th ^  had completed their 
training, were employed as NCC staff.

2.6. The witness further disclosed that persons «nployed during, 
emergen^ under q>ecial terms, had since been disdiargpd and others had 
been recruited under different terms.

2.7. The Committee regret to note that doe to mis-inteipretation of its 
k fd  Miiwrity Army Headqoaiters recruited instmcti<Mial staff for the NCC 
on die tenns ^^icaUe to flie re-en^oymeot of oudi staff in the regular 
an^y. This nus-intnrpKlation cost flw e^ieqoer more Hum Rs. 9 lakhs.- 
Tbe Committee fed that if the army anthoctties wanted to gjve some benefits 
as avaibUe to the re-employment of sodi staff in flie regnlar army, Hie 
pn^er oomse for them Aojiild have been to obtain flie sanction of Govt, 
for tbe revision of tiie terms and conditioBS prescribed in the 1958 order 
issued for the recmitmeiit of such staff for NCC/ACC. Tbe Commiltee hope 
flmt flie andiDrities concerned wonld be more careful in iotnre and avoiff 
lecMwnee of sncli cases.

(ii) Enguieer-hi-Chiers Branch

Local purchase of decontrolled categories of steel—para 26, page IS:

2.8. A Commander Works (Engineer of a Military Engineer Services- 
Project purchased in March, 1965, 110 tonnes of different items of 
decontrolled sections of steel from local dealers, at a total cost of Rs. 1.71 
lakhs by jdacing 39 supply orders covering 44 items. Out of these, in- 
respect of 30 supply orders covering 31 items, the individual value of the 
items ordered ranged from Rs. 4,500 to Rs. 4,960 the maximum amount 
up to which the CWE is authorised to effect such purchases locally being 
Rs. 5,000. The rates paid were excessive when compared to the rates fixed' 
by the Joint Plant Committee of steel producers for these decontrolled' 
sections and those at which similar purchases were made by the Regjonal' 
officer of Directorate General of Supplies and Disposals during the same 
period. On the basis of the rates fixed by the Joint Plant Committee plus 
an additional element of 10 per cent to cover miscellaneous charges, the 
extra eiqpenditure incurred in effecting these purchases was Rs. 82,000* 
approximately.

2.9. The ^nistry  stated in February,'1966 that a Court of Enquiry- 
had been ordered to examine this case.

2.10. Expltijning the action taken by the Government on the findings 
of the Court of Kiquiry in this case which bad opined “viewed in the overalT 
<^text, the rates paid cannot be regarded as totally unreasQnabfe awf
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altog^her be unjustifiable,” the Additi(nial Secretary Ministiy Defmce 
informed the Committee that the final decision bad not been taken and in 
the course of next few days, the Government would come to a final dednon. 
The witness urged that the officer had acted in a Ixmafide manner for the 
purpose of carrying out the works. The completim of the works was 
delayed because of the understanding that the works would be executed 
by the Maharashtra Electricity Board. In December, 1964, the officer was 
informed that the Maharashtra Electricity Board was not prepared to do the 
work. In the meantime, the main buildings were nearing completion. If 
the officer had not taken action to provide electricity, the buildings would 
have remained unoccupied. It was for this purpose that the officer had 
exercised his local purchase power and has split the purchases to bring them 
within his powers. The officer had split up the supply orders in the interest 
of the work. If the Officer had brought this matter to the notice of the 
Government the Government would have certainly concurred in the action 
taken by him. In the opinion of the Government that was a lapse and the 
Government was looking into the recommendation of the Chief Engineer, 
who had ordered that the CWE and ACWE should be given a “non- 
recordable” warning. The witness further added that the officer had 
taken adequate precaution to ensure that there was proper competition 
in the quotations he had obtained. More than five parties had quoted in 
the case of various supply orders and in every case the lowest tender was 
accepted.

2.11. In regard to the price of steel, the witness stated that these prices 
were ex-site of work and that if the procurement ted been done throu^ 
the DGS&D the difference in price would not have been so heavy as had 
been reported in the Audit para. The rate of spedal steel items fixed by 
the JPC was Rs. 1,110 per metric ton as against Rs. 1,650 paid by the 
Defence Ministry. The JPC rates did not include the element of overheads 
and market fluctuations etc. At this rate the difference would be Rs. 0.60 
lakh as against Rs. 0.82 lakh reported in the Audit para. The representative 
of the Mmistry of Defence stated that the price of steel of the JPC was cn 
the basis of complete wagon loads. If the supplies were less than the wagon 
load, then certain incidentals such as packine and forwanOng charges, 
railway freight, sales tax, etc. had to be added. Hence there was this slight 
difference. The witness admitted that the price pakl was on the high side. 
But under the circumstances, it was felt that it was not unreasonable. In 
reply to a question, the witness admitted that the officer should have 
obtained the permission of the higher authorities because he had exceeded 
his powers and also paid higher price for the steel. He also admitted diat 
after February, 1966, they had not sent any further information to Audit 
about these matters.

2.12. In reply to a question, the Additional Secretary, Nfinistry of 
Defence stated that quotations were nivited and four parties quoted. On
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being asked about ^  criterion fdlowed in sdecUng the parties, the Defieaoe 
Secietaiy stated that the parties were sdected by ascertaining thiougji local 
dealers. If it was advertised in Newspapers, then the normal formalities 
had to be followed which would residt in the delay in executing the project. 
He added that there were mly two alternatives—either to accept the delay 
in the executicm of the work by going through the normal formalities or 
to pay a higher price and execute the work expeditiously. The witness 
stated that the correct procedure was to follow the hiles and go in for tender. 
In reply to another question the witness stated that the supplies materialised 
within a week after placing the orders.

2.13. The Cmnmittee r^ret to note that in his anxiety to complete liie 
woiIe, tiw Commander Works En^neer exceeded his powers of local pardnse 
by splitting the sapply orders to bring die items wiflUn Ids pnrdnse powers, 
l^ h e r  prices were also paid for the C eren t items of decontrolled sections 
«f sted. The Committee feel that the Commuder Works Engineer coaid 
have ascerfrined the rate of steel from tte  JPC and the Regional Officer of 
tile DGS&D in order to verify wh^iwr tiie rales qooled by tiw local dealers 
were justified. The unfoitamde aspect of the case is that the officer did not 
care to obtain prior sanction of the Government before the orders for the 
supply of steel were pbced.

W orks E xpenditure

Irregularities in the conclusion and operation of a contract—para 27, 
pages 16-17:

2.14. In January, 1961 Government sanctioned a modernisation scheme 
in an Ordnance factory at the maximum estimated cost of Rs. 3.46 crores, 
increased to Rs. 3.76 crores in September, 1962. The administrative 
approval for the civil works required for this project was accorded in 
April, 1962 at an estimated cost of Rs. 70*45 lakhs— încreased to 
Rs. 86‘23 lakhs in September, 1962—stipulating the period of completion 
as three years. On the basis of limited tender enquiries, a contract for 
construction of civil works at a cost of Rs. 57*76 lakhs was concluded 
on 18th January, 1963 with a firm whose quotation worked out to be the 
lowest on the basis of the estimated quantum of work shown in the tender. 
The work was divided into five groups for facility of execution and under 
the terms of the contract the entire work was to be completed in fifteen 
months from the date of handing over the site for Group I.

2.15. The following features have been noticed in connection with the 
conclusion and execution of this contract:

(i) Before inviting tenders, the dengns of the work were not 
finalised the department but ceitaia approximate quantities
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of the work involved were indicated and the tenderers wne 
aslced to give their quotations on the basis of their own designs. 
No attempt was made to find out before the actual conclusion 
of the contract whether the approximate quantities of work 
indicated in the tender form needed any revision on the basis 
of the designs to be adopted by the different tenderers to find 
out which tender was really the lowest on the basis of the 
rates and the quantum of steel involved. The lowest quotation 
was decided upon on the basis of the approximate quantities 
work indicated in the tender.

(ii) The steel work indicated in the contract was for a quantity of
1,100 tons but in the actual execution of the work the quantity 
involved was 2,200 tons indicating either a gross under-estimate 
on the part of the department or adoption of an uneconomical 
design on the part of the contractor who designed these 
structures.

(iii) The piling work provided in the contract was for 36,300 eft.
(363 iMles). The rate for each jrile as per contract was 
Rs. 2,102. The contractor, however, entrusted the work to 
a sub-contractor whose rates were Rs. 985 per pile for the 
first 300 numbers and Rs. 910 for each additional |^e. The 
department knew about the lower rates of this sub-rontractor, 
but no attempt was made to enter into a separate contract 
with this sub-contractor for this portion of the work. On the 
basis of the sub-contractor’s rate plus 10 per cent, to cover 
overheads, etc. the extra expenditure involved on 544 piles— 
the maximum possible as per contract was Rs. 5-73 lakhs.

2.16. During the operation of the contract, the piling work was increased 
to 91,047 eft. or 910 piles. However, before ordering the increased 
quantity of work no action was taken to negotiate a reduced rate at least 
for the additional 366 piles ordered, over and above the maximum number 
of 544 covered by the contract. On the basis of the rales charged by the 
subcontractor plus 10 per cent to cover overheads and profit of the main 
contractor, the extra expenditure involved in respect of these 366 piles 
worked out to Rs. 4-03 lakhs approximately.

(iv) The contract provided for welded structures of steel but in 
the execution of the work the contractor adopted rivetted 
structures without any adjustment in rates. The Chief Tech
nical Examiner had observed that a ifvetted structure con
sumes 10 to 15 per cent extra steel. On the basis ctf an 
average 12i per cent increase the extra expenditure on 
steel owing to this changeover had been estimated to be 
Rs. 3*91 lakhs. It was also understood that the rate for fab-
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ricati(» ot welded connections were nearly SO per cent more 
than that for rivetted connections. The ben^t that had ac
crued to the contractor on this account had not been assessed.

(v) The work which was due to be completed by July, 1964 had 
not been fully completed till October, 1965. The contractor 
had attributed this delay to (a) enormous increase in the
quantum of work after conclusion of the contract and
(b) delay in heading over sites. As a consequence the progress 
of erection of plant and machinery for tlus project had been 
delayed.

2.17. Most of these points had been adversely commented upon by the 
Chief Technical Examiner in his report for the half year ending 30th June. 
1965. .

2.18. The Ministry intimated in February, 1966 that a Board of Officers
had been ordered by the Chief Engineer to look into tl«B matter and lhat
on receipt of their findings the Ministry would be in a poation to offer
their remarks.

2.19. Explaining the position, the Additinal Secretary, Ministry of 
Defence at the outset stated that this case was a veiy bad case. The 
selected contractor was neither on the registered list of Chief Engineer, 
nor was he competent to execute the work. The fact as to the seriousness 
of the execution of the contract was brought to the notice of the Defence 
Minister by the Secretary, Department of Defence Production and the 
Defence Minister had asked him to look into this case. The witness stated 
that he had gone to Calcutta and had recorded a note in May, 1965. 
He added that he was quite convinced that even a vei^ competent 
contractor could not have completed the work within one year. On being 
asked as to how this unregistered and inexperienced firm was selected for 
the work, the representative of the Ministry of Defence stated that the 
selection of contractors was not necessarily tonfined only to those registered 
with the MES. The usual procedure was to publish in the press or to 
put up notices for a particular work. Firms who had done similar work 
or had experience applied for tender forms. Capabilities of the firms who 
had applied for to i^ r  forms were scrutinised. Tender forms were issued 
to the selected applicants. The witness added that from the documents it 
was seen that this particular firm appeared to have been selected by the 
concerned Chief Engineer. This was one of the aspects about which they 
were unhappy. The Committee drew the attention of the witness to the 
following certificate pven in the document by the CWE Calcutta while 
recommending to the Chief En^neer that tendsr documents be issued to 
this firm:

“They are capable of designing steel structures and executing large 
works,**
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-and enquired the basis on which the certificate was given. The witness 
■stated that it had not bem possiUe to estaUidi the basis on which the 
certificate was given. Board of officers had been constituted to go into 

•certain matters. Certain lapses unrealistic assessment of requirements of 
steel, accepting rivetted structures without poiitting out to contractor that 
He would not be entitled to extra cost involved, improper selection of 
contractor, not taking effective steps to ensure Aat the contractor executed 
the work to the required standard etc. bad been brought out by them. 
These lapses were bdng examined to see as to what action could te  taken 
ând also to fix responsiUlities where necessary.

2.20. On being asked about the final cost of the civil works, which 
■was Rs. 57-76 lakhs originally the witness stated that there were certain 
recoveries which had been ordered to be made, but the final bill might 
be of the order of Rs. 88 lakhs for the civil works. The main reason 
lor the increase in the cost was due to the change in the scope of the work. 
There were foreign collaborators in most of these specialist projects to 
advise. They did not give all the information at the beginning. Later on 
owing to some special requirements, the estimates had to undergo a diange. 
In this particular project, the main commitment was in respect of buildings 
which were of structural steel on pile foundation witii brick cloaking. 
Initially, the tenders were entirely on the basis of approximate estimates. 
On being asked as to how the tenders could be decided on approximate 
quantities, without either the design or the required material, the witness 
stated “This is the weakness in the process that we have followed.” He 
added that a design should have been evolved on the basis of whi<± an 
estimate could have been prepared, but this was not done in this particular 
case. If the design was fixed, the variations would not have been to that 
extent.

2.21. As regards the time limit for the completion of the works, the 
witness stated that the time limit was IS months from the date of handing 
•over the site. The Additional Secretary stated that the various sites were 
handed over on different dates. The representative of the Ministry of 
Defence added that the first site was handed over on 24th April, 1963. 
The work was completed in May, 1965. The Defence Secretary stated in 
reply to another question that the contract was signed on 18th January, 
1963. On being asked about the penalty clause for the delay in the 
construction, the rqtresentative of the Ministry of D^mce stated that in 
all contracts, there was a penalty clause. In this case, the penalty clause 
was parOy invoked and partiy extensions were given. On being aslnd 
about the damages recovered for the delay, the witness stated that no 
amount had so far been recovered. A daim for an amount of Rs. 5*19 
lakhs had been made through the arbitration for the delay t>ver a period 
of 12 months.
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2^ 2. On being, asked about the basis for giving extensions for the 
completion of the works, the witness stated that the reasons were paidjr 
due to the delay in handing over the site and partly due to the non
availability of certain sections of steel. The Additional Secretary added 
that the particular factory was engaged in the production of important 
items working in double shifts. The site could not be handed over earli^ 
because the DGOF had to see that the factory also carried on its normal 
work.

2.23. When the Committee pointed out that the contractor was paid 
Rs. 2,102 per pile and the same contractor entrusted the work to a sub
contractor whose rates were Rs. 985 and Rs. 910 per pile, the representa
tive of the Defence Ministry stated ‘that is the information that we have 
now.” On being asked whether it meant that proper enquiry was not made 
at the time of fixing the rate of Rs. 2,102 per pQe, the witness stated that 
at the beginning there were two options—either to entrust the specialised' 
works to spedalist firms or to give a lump-sum for the whole contract. 
Conudering the site condition, the Chief ^gineer had dedded to go in 
for lump sum contract, as otherwise the question of piling, erection of 
steel and the cloaking would have presented difficulties. Lesser number of 
piles were included in the lump sum contract. The representative added 
that in Aeir Department they did not like the item rate but in this case 
‘*we were pushed into it because we had a much shorter period of time 
for planning and construction.”

2.24. In regard to the fixation of price, the witness stated that the price' 
fixaticm was done on an over all basis. On being pointed out that the 
otho' tenderers were prq>ared to do the work for much less, the witness 
stated that there were certain special conditions namely that the rates for 
I ^ g  did not include any charges for idle time of the skilled workers and 
establishment. Then there was the question of advance of 10 per ccnt 
before the start of the work and the third party damage.

2.25. In reply to a question, the witness stated that an attempt was 
made by the Qiief Engineer to reduce the price. In his letter dated Sth- 
January, 1963, to the contractor, which formed part of the contract, it 
was pointed out to the firm that the price of certain items was on the high 
side, but the firm expressed their inability to reduce the rates originally 
quoted. TTie Additional Secretary informed the Committee that the 
contractor had agreed to reduce the rat^s in respect of 5 items but had 
refused to reduce the rate of piles. In reply to a question, the witness 
stated that the rate of RCC piles including casting etc. was Rs. 20 per eft. 
which was not reduced; the lowest rate quoted in other tenders for this 
work was Rs. 9-8 per eft.
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2.26. As regards the rates for the additional 366 piles, the representOK 
tive of the Ministry of Defence stated that the contractor had offered to 
reduce the rates by Rs. 75,000 which was not accepted. The work was 
continued on the oripnal rate. The Additional Secretary informed the 
Committee that the matter was under dispute which had been placed before 
the arbitrator. The contractor had been authorised to cany out the work.
In reply to a question, the witness stated that the original rate was agreed- 
to for a certain number of piles. It was permissible for the en^neers to 
ask for a reduction in the rates when the scope of work changed. (The 
rate fixed for the first work included in the original tender was for 369" 
piles. The number went upto 910 piles.) At that stage either the rates 
could be fixed through negotiations or the contractor could be asked to 
carry on the work and the rates settled separately. The contractor was 
allowed to carry on the work. During the settlement the contractor had' 
offered a reduction of Rs. 75,000 which was not considered adequate. So 
it had become a subject matter of arbitration. As regards the payments 
made to the contractor for the additional piles the representative of the 
Ministry stated that the running pajyments were made at the old rates. Hê  
agreed that it was very unsatisfactory that the running payments were made 
at the old rates though they had objected to these being h i^ .

2.27. Explaining further the Defence Secretary stated that there was a 
provision for more piles upto 50 per cent over and above &e initial contract. 
When the quantity went beyond 50 per cent the contractor was prepared’ 
to offer a reduction of Rs. 75,000. The reduction of Rs. 75,000 was not 
considered adequate having regard to the increase in the scope of work. 
The arUtrator would have to decide whether the offer of the contractor 
was reasonable or whether he should be induced to give a greater leduction.

2.28. The Committee desired to know the quantum of extra benefit 
derived by the firm by adopting rivetted structures instead of welded 
structures provided in the contract. The representative of the Ministry of 
Defence stated that the work was not done as specified and the amount 
had not been paid. The contract was accepted on a wdding basis, but 
the drawings which were accepted happened to be on the basis of rivetting.

2.29. In reply to a question, the witness stated that there were standing 
instructions in the MES that when the item of work was disputed the full 
payment should not be made or it should be reduced.

2.30. Jh t Committee are nnhapi^ to note the mannor in wiiicii Ike 
contract was entered Into wifli a finn in connection with tiie modemiMlioE 
sdmne in an Ofdance Factory.

2.31. Tiie D^artment did not Bnaiise tlie deid^is beioie iavilinK 
tenden bnt Indieated only the appioxiniate quantities of.woifc involred. 
The tenderers were adwd to quote on the basis of thdr own design, bnt
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idle Department did not ascntafai flie approximate quantities of flie wofk 
and tiie quantum of sled invoiyed in the design adopted by tte  tenderers. 
The lowest quotation was decided upon wltti reference to the rates quoted 
and tlie q ^ x im a te  qmmtities ct woric mentioned eariier in die tender 
documents. In Ube aiisence of flie assessment convct quantities in 
respect die designs given by tiie different tenderers, die Committee are 
imalrie to understand as to Imw the D qitt came to the conchision dnt 
tlie accepted tender was tiie most ecmiondcaL

232. Anodwr aspect of tiie contract was die iiigh rate of Rs. 2102 
paid for each pile. Hie Committee are disappointed to learn durt the 
«une linn entrusted diis woifc to a snli-conlractor at Rs. 985 per pile for 
the first 300 numbers and Rs. 910 for each addidomd pOe. The Committee 
ieel that the department should have ascertmned these rates from odier 
sources abo, which would have hdped the department to come to more 
TeastmaUe terms widi die contractor.

2.33. Hie Committee understand diat tlie contract provided for a 
.deviation limit of 50 per cent only. According to Departmental orders 
the adffitional piles ordered over and above this deviation Kmit dioold 
iiave iieen ordered only after issuing an amendment to tiie contract and 
setding die rates for die additional woik. They desire diat a thorough 
investigation dionM be made to ascertain as to why tins pgocedure was 
-not followed in tiiis case. Hie Committee also feel that dw DepCt. should 
have takuB tiiis opportunity to settle a lower and reasonable rate atleast 
for die additional work before andiorising die contractor to contimie die 
woifc. If die contractor was not agreeable for a reduction in die rates, 
die additional woifc coidd have been entrusted t» tiie sub-contractor vHddi 
would liave resulted in a sulistantial saving.

2.34. Hie most nns^isfactory feature of this case is that rannfaig pay
ments have been made to die firm at the old rates tliough it had been 
found by the Deptt itself tlmt die rates were very high.

2.35. Hie Committee would like to be infonned of die action taken 
against the persons fomd responsible in tlds deal and how die chum nl 
Rs. 5:19 lakhs has bem settled.

Provision of Monsoon Shelters—para 30—page 18:

2.36. Ten contracts ranging from Rs. 3-18 lakhs to Rs. 11*95 lakhs 
in value, were concluded by a Chief Engineer in March, 1963 for the 
provision of monsoon shelters in certain contiguous areas. In respect of 
three of these contracts, tenders were invited twice and in respect of five 
other tenders were invited three times. The number of tender forms 
issued on the second and third occasions was less than that issued 
-on the first occasion. While at the first tendering one day’s time 
was given to the tenderers to ^ve their quotations, an subsequent 
occasions they were required to submit their quotations on the day of issue
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of tender forms. In two cases the second and third tendering took place 
on the same day. The rates accepted in these contracts ranged from 54*46 
percent to 79-44 percent above the Standard Schedule ci Rates.

2.37. The work on these contracts which commenced (Mi 19 March,
1963 was requirvw! to be completed in about three months, by 19 June,
1963, The execution of the work was, however, delayed by one and a 
half to three and a half months, largely due to delay in handing over the 
sites and to non-availability of stores required to be issued to the con
tractors by the engineering authorities. One of the works was completed 
on 31 July, 1963, eight between 3 and 24 August, 1963 and one on 6 
October, 1963. Tlie advantage of early completioin of the works paying 
higher rates did not thus materialise. On the basis of the lowest rate 
obtained in these contracts viz., 54.46 per cent Government had incurred 
an extra expenditure of Rs. 5*76 lakhs on the other nine contracts.

2.38. Repairs estimated to cost Rs. 97,000 had been sanctioned for 
these shelters in May, 1964—within nine months of their construction.

2.39. Explaining the position in this case, the Additional Secretary, 
Defence Ministry stated that this was not a bad case if the prevailing 
circumstances were taken into account. The work had to be executed 
in an area where the transport of materials was difficult when monsoon 
conditions were prevailing. The construction of shelters was urgent 
because the monsoon was expected at any time. In reply to a question, 
why there was delay in handing over the sites, the witness stated that 
there had been some delays in handing over some sites. There had been 
^m e lack of coordination between the users on the one hand and the 
agency executing the work on the other. A whole Corps of troops were 
moved into the area in 1962 and the GOC wanted shelters to be con
structed before mansoon. If the Engineer had not taken timely action, 
the delay would have been more instead of l i  months. The sole objective 
at that time was to complete every thing before the end of May or end 
of June. This olqective was fulfilled to a certain extent because the work 
was started immediately within three or four days in a number of cases.

2.40. On being asked about the penalty for the delay in the com
pletion of the work, the representative of the Oefence Ministry stated 

that there was a penalty clause, but no amount was claimed. The Secretary, 
Ministry of Defence stated that the delay in completion Mras with regard 
to the last item. It was not as if no work was completed before the last 
date. Some of the component units were ready even earlier. The 
Committee were informed in reply to a question that in one case there 
was delay in issuing CGI sheets.

2.41. As regards repairs, the representative of the Ministry of D^enoe 
stated that because of specification of thatching and the use of CGI sheets.
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the maintenance period was reduced to six months from one year. In 
rqdy to a question, the witness stated that the impression was that the 
supervisor was satisfied that the work was not below specification.

2.42. The Committee repet to note that altboi^ qnolirtioD
had been accepted as a result of spot teoderii^ tbeie was dday in hand
ing over tiw sites and no»4ivailabi]ily of stores required to lie issued to tlK 
contractors, by flie engineering autiimities, wliidi resulted in dday in the 
execution of ^  work connected with the provision of monsoon slidters for 
the tKK^ If flie provision of numsom shelters was really ugoit, the 
authorities should have taken steps to hand over the sites bi time and m fply  
die required material for the constructim of those slieltm. The Comndltee 
h (^  ttat suitable steps would be taken by the Mhiistry to avoid recurrence 
oi sudi instances in future.
Infructuous expenditure due to abandonment oj a project, para 34, pages 

19-20:
2.43. A Commander W<xics Engineer sou^t the advice the 

Geolo^cal Surevey of India in April, 1964 about the site of a tube-well 
to be installed at a Station. The Geologist’s report received on 2 July, 
1964 stated that the construction of a tube-well in the area did not appear 
to be feasible as the area did not hold ground water potentialities for large 
scale develc^ent.

2.44. Meanwhile, the Cammander Works Engineer conduded a con
tract for the provision of a tube-well on 16 June, 1964 on the basis of an 
earlier report from the Geological Survey. In spite of the adverse report 
of 2 July, 1964 of the Geologist no action was taken either to rescind or 
to f<M«close the contract, but drilling work was carried on to a depth of 
450 feet below ground level as provided for in the contract. The work 
was abandoned on 2 November, 1964 as no water bearing stratum was 
struck. The expenditure of Rs. 65,000 incurred on the project, thus, 
proved infructuous.

2.45. The Committee desired to know how the CWE considered it 
desirable to proceed ahead with the drilling when the two Reports of the 
Geol(^cal Survey were discouraging. Explaining the case, the Defence 
Secretary informed the Committee that the earlier geological report had 
recommended a trial borehole upto depth of 400 feet. The area was 
boulder infested and the only method of drilling was by means of per
cussion type of drilling. The diameter of the bore was the same as that 
of the bore required for the tube-well. As such the expenditure was the 
same for the trial boreh(^e or a tube well.' Explaining further the witness 
stated that the first report was that of the Superintending Geologist and the 
second one was that of the senior gedogist. An advance copy of the second 
report was sent to the Chief Engineer and the main copy to the Gedogical 
Survey of India. It was not known whether the Geological Survey of India
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had accepted the report or not. The witness added that actually the work 
•did not depend on the report. The contract had been concluded on the 
16th June, 1964 and the work was commenced on 26th June, 1964 while 
the advance copy of the second report was received by the CWE on the 2nd 
July, 1964. The local CWE did not know of the existoice of the first report 
■of the Geological Survey (Jan. 1964) in April, 1964 so he asked for a report 
which he got in July. Between April and July he get a copy of the first 
Report and entered into a contract. Further, to commence the work on 
the tube-well, the equipment had to be taken across the river whidi had 
no bridge. It would have been impossible to take the equipment across 
the river once the rains started. As such the CWE could not wait and 
had to conclude the contract urgently. The Contract was concluded by 
the time the second report was received. The basic factor was that since 
the work had already been commenced, it would not have achieved any 
purpose by stopping the work at a particular time.

2.46. The Conmiittee understaiid that even die eariier report of the 
Geological Survey of India made in January, 1964 was sceptical ol a 
high water table and had only recommended that a trial borebole mig^ be 
driBed to a depth 400 feet at any convenient location and it sufficient 
gruolar materid is met with witUn tlus depth flie borehole may be con
verted into a tube-well. The Committee are therefore, unable to nnder- 
-stend as to how the Commander Works Engineer conduded a contract 
on the liith June, 1964 on the basis of earfier report of tte Geological 
Survey of India made in January, 1964 and continiied the woik till Novcm> 
1>er, 1964. Another disturbing fMtor in this case is that flie locd Command- 
der works Engineer was not aware of the existence of the first rep«Nrt and had 
so u ^  the advice of the Geolo0cal Survey of India in Aprfl, 1964, but even 
before the advance copy of that report was received Um on 2mi July,
1964, he concluded a contract on die 16th June, 1964 and commenc^ 
the work on 15th June, 1964. The Committee feel that if the CWE who 
sought the advice of the Geological Survey of India had waited tfll 2nd 
July, 1964, the expenditure of Rs. 65,000 which had proved hifnictnons 
would have been avoided.

Excess Provisioning of Stores, para 37, pages 20-21:

2.47. In anticipation of sanction for the execution of a project the 
Chief Engineer of a Command procured stores wcnth Rs. 25-48 laUis 
during 1963-64 and 1964-65 against indents and supply orders placed by 
him in April and May, 1963. The stores were, however, rendered 
surplus as the project was not eventually sanctioned.

2.48. The Ministry intimated Audit in February, 1966 that stores 
worth Rs. 9-55 lakhs only were held in stock, the balance having been 
TitiHsed for other purposes. The expenditure on frdght. handling, care
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and custody of tibese suridus stores amounted to Rs. 2*26 lakhs till 
August, 1965.

2.49. The Committee desired to know (i) the reasons for placing in
dents for the stoies before the sanctioning of the project in contravention 
of the rules and (ii) action taken, against the offidals found responsible. 
The Additional Secretary, Ministry of Defence stated that the explanation 
had been called tot and the concerned official had stated that certain 
stocks had arrived by the time the instructions were received by him and 
fhe rest were on the way and so he could not stop the receipt of goods. 
But the witness stated that the officer had no auAority to order fw the 
goods prior to the sanction of the main work. It had also been found 
that the officer had made an incorrect statement m r^ard to the receipt 
of goods to the higher authorities when he was asked to stop the purchase 
of goods. In zepiy to a question the witness stated that a stage had come 
to take action against fhe officer. In this case there were two <^cers 
namely the Chief Engineer and the Deputy Chief Engineer who had since 
retired from service on the 28th August, and the 5th May, 1965, respec- 
tivefy. The only actic» that could be taken now was to initiate action 
for reductirai ol pansion for unsatisfactory service.

2.50. The Committee were informed that out of stores worth Rs. 22*9& 
lakhs received at Ranchi, rou^y Rs. 21 lakhs, worth of stores had been 
transferred to other areas.

2.51. The Committee andeistaiid ffom Audit that die Cluef Engbieer 
was informed on 9tb October, 1963 that the proposd for advance pro- 
visioiiing stores would be considered only after the scrutiny of flie estimates 
for tiie main project was complete. But it was only alter 14th Febnuwy,
1964 when be was advised that the financial authorities had not concurred 
in tiie advance collectkm of stores that lie approached tiie DGS & D for 
fanceUation indeiilB etc. At fliat stage, canceDation could be effected 
iu respect of stores woitfi Rs. 1-75 laUis only. The Committee refjret 
to note that no actimi was taken to stop provisioning of stores at least 
hnmedbtely after 9th October, 1963.

2.52. Hie Committee suggest tia t action Aonid be taken against 
oflioerB wlw pboed hidents for stores in confnn'aition of the ndes. They 
may be iafonned of the find action taken against the Chief En^neer and 
the Deputy CUef Ei^fawer.

Loss due to collapse of a hangar, para 38, p<^e 21:

2.53. A contract was concluded a Commander Works Bogineer in 
SqMember, 1963 for erection by 3 Decembtt', 1963, of a hangar at an 
airfield at a cost Rs. 99,400. On 13 December, 1963 when the work 
was still in progress, the partially erected hangar collapsed. The con>

24



tractor attributed the collapse to heavy snowfall in the area and defective^ 
structural design and claimed a sum of Rs. 34,790 as compensation for 
the loss. The Military Engineer Services aufliorities did not accept the- 
claim but held that the hangar cdlapsed due to defective workmanship, 
and the contractor was asked to re-erect the hangar at his own expense.

2.54. WhUe the re-erection work was in progress, the hangar again- 
collapsed on 11 December, 1964 rendering unserviceable 223 tonnes of 
cement (valued at Rs. 58,857) stored in it. The cmtractor again attribut
ed the collapse to heavy snow deposits but the Military Engineer Services' 
authorities held that it was due to the failure of the contractor to take 
requisite precautions during the erection ot the structural work. There 
had been no further progress in the erection of the hangar.

2.55. In July 1965, an arbitrator was appointed under the terms of 
the contract to adjudicate on the disputes arising out of this contract; the 
award of the arbitrator was awaited till January, 1966.

2.56. The Committee desired to know whether the arbitrator had given 
his final award and if so the financial implications of the award. The 
Additional Secretary, Ministry of Defence stated that the arbitrator who 
was a technical man had given the award against the Govemmmt. The 
financial implications of the award was Rs. 1,16,000 as against Rs. 99,400. 
All the six clidms made by Government had been rejected. In reply to a 
question, the representative of the Defence Ministry stated that the con
tractor’s plea was based on the structural short-comings in the hangar. 
It was now being examined whether the collapse of the hangar was du& 
to the defect in the design or due to defect in the construction by the 
contractor and also whether the grounds of claims were sustainable or 
not. In reply to a question, the Defence Secretary stated that the arbi
trator was a technical person who was still in service.

2.57. As regards 223 tonnes of cement valued at Rs. 58,857 rendered 
unserviceable as a result of the collapse of the hangar, the representative 
of the Ministry of Defence stated that the hangar was erected for kee r̂ing 
stores, but before the hangar was completed, the cement was kept in it. 
That aspect also formed part of the investigation.

2.58. The Committee regret to note that the award in diis case has gone 
agidnat die Govemmeiit and tiie financial kapBcaiion of the vwmA is 
Rs. 1,16.000 as agrinst Rs. 99,400 wiridi was the vaioe of Hie contract. 
They saggest flnt the M U ttry A o M  go into the various aspects ol the 
conatrnction and coHapse of the hanvv and snhabie action
the offloHS toond ntpamStht.
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m )  Genenl Staff Bnmck

Non-utiUsation of GUder—Para 11, page 7:

2.S9. (a) GovonmeQt sanctiraied in March, 1962 and June, 1963 the 
manufacture of 300 gUdecs in an Air-craft Manufacturing Depot at an esti
mated cost of Rs. 15,000 per glider. The time schedule drawn up for the 
manufacture of 26S out of these 300 provided that 160 would be manufac
tured in 1963 and 1964 and 105 in 1965. Only 57 gliders could, however, 
be produced till April, 1965. The average cost of these gliders was 
Rs. 51,970 approximately per gjider in respect of the first batch of 5, 
Rs. 32,360 in respect of the second batch of 20 and Rs. 36,430 in respect of 
.the third batdi of 32.

Of the 57 gliders manufactured, 35 were issued to various N.C..C. Units 
•but these (excepting one which was flown for about two hours) have not 
been put to any use by the units for want of airfield facilities, hangar space 
and trained instructors. Two of these gliders are also reported to be un
serviceable. An expenditure of Rs. 20.72 lakhs incurred in the manufac
ture of these 57 gliders has thus not served the purpose of imparting train> 
ing to the cadets. The Ministry have intimated in January, 1966 that in 
view of a setback in the utilisation of gliders, the proposal of handing over 
maintenance of gjiders to Flying/Gliding clubs in India is under 
consideration.

(b) The Air F(»ce had also pwchased 8 gliders during 1957-58 from 
a private firm at a total cost of Rs. 1.28 lakhs. These were issued to cer
tain N.C.C. Units. These have not been put to any use due to non-posting 
‘Oi qualified glider instructors, lack of hangar accommodation and noo- 
avaUal^ity of assembly/servicing manuals.

2.60. Stating as to how the number of gliders to be manufactured was 
arrived at the Defence Secretary, during evidence, said that when the pro
gramme for a compulsory N.C.C. came into being at the end of 1962 and 
ihe beginning of 1963, plans were drawn for extending the Air Wing of 
N.C.C. also. Such a programme had to be co-ordinated in three ways; 
gliders had to be procured from A.M.D. Further, there was the question of 
getting instructors and obtaining hangars and ground facilities. The 
witness stated however that co-ordination could not be achieved. While 
gliders had been received, instructors could not be recruited. The witness 
further added that efforts were being made to cut the losses and reorganise 
the whole thing with a view to put the gliders into effective use. He added 
that he could‘ not visualise the problem being solved in another 12 to 18 
months. With regard to the pilots reqmred for the purpose it was stated 
ihat due to the additional demand of them in 1963, they could not be
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drawn for the job from the Air Force. Even the pilots’ given for the work 
were withdrawn. Efforts were then made to recruit pilots from the Civil 
side and so far three pilots had been recruited.

2.61. The Committee enquired if the position about the availability of 
pilote was so difficuh in 1962-63, why sanction for the maunfacture of 209 
gliders was given in June, 1963. The witness stated that 1963 was a year 
of enthusiasm and it was felt in that year too that the N.C.C. should be 
made compulsory. When asked if enough pilots were not available and also 
sanction for the m’anufacture of 91 gliders accorded in March, 1962 was 
there, how the sanction for 209 gliders could be justified, the witness replied. 
“Proper thinking was not done at that time."

2.62. In regard to the present position of 57 gliders manufactured 
between 1963-1965, the Defence Secretary stated that about 44 gliders had 
been received and there were now a total of 85 gliders. The witness dis
closed that there were 28 instructors at that time and ten more were to join. 
Gliding instructions at present were being provided at 12 places. It was 
hoped that the authorities would be able to recruit some more civilian 
instructors and provide instructions at a few more places shortly.

2.63. The Committee desired to be furnished with a statement indicating 
number of gliders out of 65 (57 manufactured in an Aircraft Manufacturing 
Depot and 8 purchased in 1957-58) which were in use, lying idle or had 
been disposed of; aiongwith reasons for non-use and how they were pro
posed to be utilised. The note furnished by the Ministry is at 
Appendix II.

2.64. On being asked why price differential was so much between the 
glider purchased and manufactured, the representative of the Ministry 
stated that at the time of sanction certain quotations were received which 
indicated that price would be of the order of Rs. 20,000 to Rs. 23,000. 
The Air-craft Manufacturing Depot was asked if it would be able to 
undertake the production of gliders. The Depot was also told that a large 
number of them were required immediately and more would be required 
over a long period. The witness stated that the Depot indicated that if 
an order for 300 gliders was given, the price per glider would stabilise at 
Rs. 15,000 which would be reached from the 95th glider. The price of 
first few batches would however, be higher. As in this case, order for 
the manufacture of gliders had been curtailed after the manufacture of a 
certain number, costs were comparatively higher than the original estimates. 
The witness also disclosed that there was a discrepancy as the sanction for 
the first 91 gliders should have been for a higher price* and not on the 
basis of Rs. 15,000 per glider.'
2534(Aii) L.S.—3.
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2.65. The Conunittee enquired whether the figure of 300 was deter
mined because of cost or it was fixed in advance. The witness re{^ed' 
that at the time of sanction requirement was of 100 gliders, but orders 
were placed for 91. As there was a continuing demand, the Depot was 
asked to set up manufucturing capacity for S gliders per month. Mter the 
completion of first 100 gliders, production of 60 gliders per year was to be 
continued. The witness added that the above requirement was based on 
the requests of N.C.C.

2.67. In reply to a question as to why the Depot was not allowed to 
complete manufacture of 91 gliders, the witness stated that that was the 
anticipation in 1961-62. Actually it took time to establish supply of 
indigenous materials of proper quality. As in 1964-6.S difficulties were 
expressed in establishing local sources of supply, action to import some 
material was taken in May, 1964. There being considerable delay in 
respect of ijnported materials, only 57 gliders could be completed by 
December, 1965. By that time the Director General, N.C.C. had informed 
that he did not require more than that number for the next two or three 
years. It was therefore, decided to curtail the orders for the manufacture 
of gliders. But by then, in addition to 57 completed gliders; fabrication 
luid been done for 2S gliders and materials worth of few lakhs of rupees 
and also been accumulated. The witness revealed that by the time the 
manufacture was closed down, in addition to Rs. 20.72 lakhs put down 
by audit, expenditure of the order of Rs. 20-25 lakhs had been incurred.

2.67. In regard to the utility of above expenditure the representative 
of the Ministry stated that they would have 105 gliders, tools and jigs of 
the value of Rs. 8 lakhs. The witness added that if tliere was a further 
requirement the material could be used. The Committee then asked if the 
gliders were surplus to requiremets would there not be need for storing 
space for them. The witness replied that by that time it was hoped that 
the position regarding the utilisution of gliders would improve.

2.68. The Defence Secretary agreed that the gliding clubs were the 
complements of air-power and though that the Government would go ahead 
with the programme. Expressig his personal opinion, the Defence Secretary 
said: “What I am not happy is the speed of implementation. There are 
certain drawbacks and we should overcome those drawbacks. Wc should 
implement it as quickly as possible.”. He further said that the flow of 
gliders should be coordinated with the flow of pilots and that there should 
be good hangars so that once a glider came  ̂out, it did not remain locked 
up in its crate, but was immediately put into use.

2.69. Asked what steps had been taken during the last one year to have 
more pilots, gUf^ng clubs and hangars, the witness stated that a number 
of N.C.C. Air Squadrons had already been sanctioned. The witness hoped 
that by the various steps contemplated the instructional capadty would
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improve. So far provision of hangars was concerned, it was stated that 
the State Governments were being pursuaded to do that

2.70. The information furnished by the Ministry (Appendix II) indicates 
that 57 gliders, out of the target of 265, had been manufactured upto 
1965. 32 gliders out of 44 supplied to the N.C.C. had not so far been 
put to use. The cost of a glider manufactured had also gone much above 
the estimated cost.

2.71. The Committee feel that the programme for the manufacture of 
gliders was drawn up in the most un-imaginative manner. The question 
of providhig hangars and pilots to the gliding clubs should have been 
taken up simultaneously with the programme of the manufacture of 
gliders. The Committee regret to note that this was not done. Further, 
as the hangar facilities were to be provided by the State Governments, 
timely action should have been initiated in that direction also.

2.72. The residt of this lack of coordination regarding different aspccts 
of this case has been that an expenditure of Rs. 20.72 lakhs incurred on 
the manufacture of 57 gliders and in addition another expenditure of about 
Rs. 20 lakhs incurred on the materials etc., have not served the purpose 
of imparting tr^ning to the cadets so far. The Committee feel thtf befbre 
undertaking such projects, different aspects of the same should be examined 
m detail and proper coordination ensured, as lack of the same is bound 
to result in wasteful expenditure. The Committee hope that the Ministry 
of Defence would now take suitable measures to utilise the gliders for the 
purpose for which they were intended and speedy measures would be taken 
in that direction.

2.73. Another disquieting features of this case is that against the 
quotations of Rs. 20,000 to 28,000 per glider received from private sources 
at flie time of placing orders, the average cost of these f^iders purdiased 
from the A.M.D. was Rs. 51,970 in respect of the first 5; Rs. 32,360 in 
respect of the second batch of 20 and Rs. 36,430 in respect of the third 
batch of 32. The Committee feel that difference in flie price at which 
the gliders have been supplied by the A.M.D. and at wMch the quotatkms 
were received from the private suppliers is too much. The Committee are 
left with the impression that the origuial estimate of the A.M.D. of suppfy- 
tng the gliders at the rate of Rs. 15,000 per glider was unrealistic.

Premature failure of imported engines—Para 19, pages 11-12.

2.74. In 1957, Government imported 150 Nos. of an equipment with 
48 spare engines costing Rs. 6:44 crores- However, when tlus equipment 
-was put to service in sandy/dusty terrain, there were premature failures

29



of engines due to the inefficient functkming of die dry paper air-filters 
fitted in them. The suitability these air-filters for die dusty terrain had 
not, apparently, been tested fully during the initial performance trials.

2.75. Subsequently, 150 sets of a different type of oil bath air cleaners 
were manufactured in an Army Workshop at an estimated cost of Rs. 9,000. 
These too, however, pitoved ineffective, resulting in excessive wear of 
certain parts of the engine. 198 sets of yet another type of air cleaners 
were, therefore, procured from abroad in November-December, 1962 at 
a cost of Rs. 2'40 lakhs, no defect in this type of air cleamers, which 
were fitted to the engines in December, 1963, has been reported.

2.76. The Ministry have stated in January, 1966 that the inadequacy 
of the air cleaners provided in the equipment did not come to noticc 
even during extensive trials. They have also intimated that the warranty 
clause included in the agreement which provided for free replacement of 
defective parts within a period of 12 months could not be invoked as 
ttie defects came to notice only after the expiry of the warranty period.

2.77. The Committee during evidence referred to the para and asked 
whether the trials held specifically brought out the performance of the 
air-fiher under different conditions prevailing in the country. The witness 
replied that the trials were held at one place and the conditions to the 
extent stimulated at that place, were there. He added that the trials were 
held in 1954 whereas the equipment was imported in 1957.

2.78. In reidy to a question the witness explained that it might not 
be possible to stimulate all the conditions at the place of trials which the 
equipment m i^ t meet in actual operation. But, he added that the equip
ment was put to extensive trials. The witness stated further that it was not 
possible to get all the satirfaction in swch bulk purchases. There were 
always one or two drawbacks. According to the witness, if a sum of 
Rs. 2-3 lakhs was spent on rectification of minor defects in an order of 
Rs. 6'5 crcM’es, it was not a big amount. So far as trials were concerned, 
it was stated that two types of trials were carried out— f̂irst technical trials 
and then user trials. In the case under discussion, the witness disclosed 
that die user trials were not fully carried out.

2.79. Asked whether it was possiWe to improve upon the standard 
of trials, the witness replied that it would cost quite a lot. Moreover, the 
trials to be carried out wonld have to be judged according to the particular 
equipment. The Committee were also informed by the witness that when 
4l e f ^  came to notice, various altemattves wece tried and fiudly a filter 
was found which was ia use at present. Iliere was only 10% ot the 
fmserit atodc of eqii%»ieBt which was off A c  road, and that too for 
various defects and not for one particular defect.
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2.80. Tiie Conmdttee rep«t to note that dne to Boa-canying out ioHy 
<of the Bsers* trials in tiiis case, the defects in the equipment could not be 
■detected during the duration of the warranty. This resulted in an expmdi- 
ture of Rs. 2 to 3 lakhs on rectification of the defects. This expenditure 
could have been avoided if die users’ trials had been carried out fulljr 
during the warranty period and under the coupons in wMch the equip
ment was required for use.

2.81. The Committee would like the Defence authorities to look into 
the nutter carefuly and devise means by which recurrence of such cases 
would be obviated. They feel tliat there should be a system under which 
proper inspection and trial costly Defence equipment purdnsed from 
abroad could be made before they were put on active i»e.

(iv) Master General of Ordnance Branch
Purchase of defective links, Para 18, Page 11:

2.82. Against a contract entered into with a foreign firm in February, 
1963, 4,184 strips of steel shoe track links costing Rs. 39:41 lakhs required 
for a particular type of tank were received by a vehicle depot befA'een 
March, 1964 and October, 1964. The terms of the contract stipulated that 
the consignments, before shipment, were to be supported by a Certificate 
of Inspection by the Army authorities of the supplying country. The con
signee in India was also required to inspect the material within 90 days of 
clearance of goods at the port of disembarkation and intimate his acceptance 
or rejection of the links within 105 days from the date of clearance of such 
consignment. The links were accepted by the consignee on visual inspec
tion only without carrying out any road test on the basis of a certificate of 
the Army authorities of the supplying country which stated, “ ..end con
nectors and wedges used in the assembled track in this shipment appear to 
be unused, but the time and place of manufacture is unknown. Their use 
will not affect function, serviceability or interchangcability ..." .

2.83. In December, 1964, one of the units to which these links were 
supplied noticed defects in them when the tank fitted with these links had 
Tun only 96 kilometres. In January. 1965 the technical authorities reported 
to Army Headquarters that these defects were due to faulty workmanship 
and material. Similar defects were also reported by other units after the 
tracks had covered distances of 18 kms. to 354 kms. A detailed technical 
examination of the defective track links was, therefore, carried out in March. 
1965. This disclosed that failure of the link was due to bad welding in the 
track links, besides other defects. The technical authorities reported in 
March, 1965 that it was not possible to carry out repairs/modifications to 
the track links without removing, dismantling and re-assembling the track 
completely and that hundred per cent replacement of the links was, there
fore, necessary. The Army Headquarters have reported these defects to the
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India Supply Mission on 31 May, 1965 for getting immediate replacement 
of the entire quantity of links supplied by the firm against this contract. No 
replacement had been received till January, 1966.

2.84. Explaining the background for the purchase of track links, the 
Additional Secretary Ministry of Defence stated, during evidence, that as 
there was an acute shortage of track links for a particular type of tank, 
efforts were made to procure them indigenously and from various other 
sources. Some track links were also received under an aid programme. 
To meet the balance demand the I.S.M. Washington was asked to invite 
tenders. The contract was given to the lowest tenderer. The track links 
were received in India backed by a certificate of the Army authorities of 
the supplying country as provided in the contract.

2.85. It was stated that unless there was a specific provision for a 
thorough inspection of the goods in India, they were accepted on the basi« 
of a certificate either from the Army authorities or from tiie Government 
of the supplying country.

2.86. In regard to the track links, in question, it was stated by the 
witness that the defect in them came to notice after the tracks had been 
used. The defect was of such a nature that it could not be detected ex
cept by a thorough investigation. The witness also added that all possible 
steps had been taken to claim the loss incurred and the matter was under 
correspondence with the I.S.M.. Washington. It was further stated that 
though some of the track links had failed yet in number of cases they had 
not given any trouble. All the same the defect was considered to be in
herent and was likely to develop at any time-

2.87. Asked when the acceptance or rejection was to be intimated 
within 105 days what type of inspection was supposed to be carried during 
that period, the witness stated that the inspection to be carried was to be 
only visual one and not the actual physical tests. It was to be verified 
that parts accompanying the track links were in good condition and dimen- 
sionally they were capable of being fitted on to tanks, and further that 
the tracks had not deteriorated or had not been damaged in transit. So 
far as the period of 105 days was concerned, the witness stated that out 
of that period, 90 days were provided for clearance from the Indian port 
to the place of delivery.

2.88. The witness informed the ̂ Committee, in reply to a query, that 
the Military Attaches to the Indian Embassiy in the foreign country was 
not capable of inspecting the goods as he was not a technical man. He 
also disclosed that the track links were composed of various and in regard 
to two components only the place and time of manufacture was not known. 
He, howe<̂ er, added that those two items would not effect the functioning

. of track links.
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2.89. Asked when making purchases worth Rs. 40 lakhs it was not 
proper to send our own team for carrying out the inspection. The witness 
replied that it was neither practicable nor desirable. If a thorough inspec
tion was to be made right at the manufacture stage a large body of staff 
would be employed for a long time. The witness stated that in cases 
where some special care had to be taken, inspection by the Indian technician 
was provided; but that was in very rare eases, he added. In the present 
case the witness stated that the contractual provision of warranty was 
accepted as it gave sufficient guarantee to reimburse the losses. Further, he 
said, that the equipment was not a complicated price and, therefore, no 
necessity was felt to associate Indian officers.

2.90. The Committee were informed that the tests held in regard to 
certain items indicated that in addition to the bad welding there were 
other defccts too. Asked how the links were issued for operational purposes 
without putting them to a detailed technical examination, the witness 
replied that it was done on the basis of the certificate given by the Army 
authorities of the supplying country. The witness added that normally 
such defects occured after a run of thousands of miles. But in this case 
as they appeared much earlier a special investigation was made. That 
investigation was not an ordinary process. A radiographic inspection had 
to be conducted. The witness further stated that it was not possible to 
hold similar examination in every ease. It was added that the defects 
which became visible later could only be found out earlier if the track links 
had been used extensively or they had been put to a radiographic test. The 
witness stated that there were no means to do that.

2.91. When asked if a few links couldn't be put to that examination, 
the witness stated that that was not a normal practice. This method was 
tried as inspite of the certificate of quality, defccts appeared in track links. 
He also added that facilities for radiographic test were also not available 
with them.

2.92. The Committee were informed that on another occasion the 
track links purchased from another country were put to physical trial and 
as the links were found defective reduction in price was had from the 
suppliers. The Defencc Secretary also added that physical tests in that 
case were carried out because that particular supply was had from that 
country for the first time and the Indian authorities had no previous 
experience with them. In this parficular case as the track links were im
ported from the country of origin along with the required certificate, it 
was not considered necessary to have extensive road tests Visual inspec
tion, however, received that the tracks were alright.

2.93. Asked whether there was any system under which the vehicle 
was first tested in a workshop or depot, before it was issued for actual use,
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the witness replied that the EME carried out a test before the issue of 
vehicles and that no vehicle was issued without a certificate of fitness. In 
regard to the traclc linlcs it was stated that a road test was carried out, but 
that test was always over a limited mileage according to the usual practice.

2.94. In reply to a quety the Ministry’s representative stated that in 
May, 1965 replacement of defective track links was asked for. The 
supplier had, however, not accepted the claim, but the information asked 
for had been sent and a further reply was awaited. The witness added 
that a number of letters had been exchanged on the subject.

2.95. The Committee desired to be furnished with a note indicating 
whether the track links were purchased for the first time after the purchase 
of links from another country and also the following information in regard 
to the firm from whom the links were purchased;

(i) total value of orders placed with the firm including the order 
for track links;

(ii) financial position of the firm; and

(iii) paid up capital of the firm.

2.96. The Ministries of Defence, and Supply, Technical Development 
and Materials Planning have supplied the required information.

2.97. The Committee regret to note that extensive Users' tests were not 
carried out in fliis case and it was apparently due to this, that deletes in 
track links could not be detected earlier.

2.98. The Committee do oot like to comment upon the system of pnr> 
cluising defence equipment under the certificate of military authorities of a 
foreign country from which the equipment or stores etc. are purchased. 
They, however, feel that as the present case has revealed certain defects in 
the system, there are strong reasons for its review. The Committee are of 
the (pinion that taking into account the economics of the case some arrange* 
ment shonld necessarily be made for inspection by the Indian experts of the 
inqiortant items of equipment etc. purchased firom a fore^  manufacturer, 
nivolvmg large financial commitment and ofierational value, before the goods 
are finaUy accepted. Decision in this r e ^ ,  the Committee feel, shouM 
be lakcB at an eariy date.

2.99. The Committee would abo like to know in doe coarse, the amount 
of coapcasalioii, V aiy, oMalMi from foic^B if l ii aw wM whM .thb
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Extra expenditure in the procurement of mosquito nets at a costlier variety 
Para 21, Pages 12-13.

2.1CX). In order to explore the possilMlitjy of meeting the urgent needs 
for mosquito nets through local purchase, enquiries were made by an 
Ordnance Depot from local firms in February, 1963. The lowest quota
tions received from a firm ‘A’ for mosquito net square mesh were Rs. 14 90 
for white variety and Rs. 15:50 for the Khaki variety and the samples pro
duced by the firm were also accepted by the Inspection authorities subject 
to rectification of some minor defects. The Army Headquarters, however, 
gave their consent to effect local purchase in July, 1963 only. Tenders 
were again invited in August, 1963 when the firm ‘A’ quoted Rs. 14‘90 
and Rs. 16*25 for square mesh white and square mesh Khaki respectively. 
This tender was not, however, accepted and instead the rates of Rs. 20-75 
for white square mesh and Rs. 21 for Khaki square mesh quoted by another 
firm ‘B’ from whom enquiries had not been made earlier were accepted 
on the ground of superior quab'ty.

2.101. The Ministry informed ATidit in January, 1966 that the order 
of preference for mosquito nets h: ‘

(i) Round mesh nets;

(ii) Leno type square mesh nets;

(iii) Mockleno type square mesh nets;
and that since round mesh netting was not available, Leno square mesh 
netting offered by firm ‘B’ was accepted in place of Mockleno square mesh 
netting offered by firm ‘A’. Since, however, the Mockleno type of mos
quito nets had already been passed as acceptable by the inspecting authori
ties and no specifications mentioning the type of netting required or pre
ferred had been given in the notices inviting tender, the purchase of 6,600 
nets involving an extra cost of Rs. 36,740 lacked justification.

2.102. During evidence the Committee were informed that ordinarily 
mosquito nets were purchased by placing orders on the D.G.O.F., but as 
the s u i te s  were not materialising from them, local purchases for the nets 
were resorted to. At the time of inviting tenders, the witness stated, since 
proper specifications of the nets required were not indicated, it led to a mis
take. Explaining further, the witness stated that specifications should have 
been indicated in the tender notice itself as without the specifications there 
was no possibOity of comparing whether the quotations were genuine or 
not. The witness disclosed that instructions had since been issued, for the 
mentioning of correct specifications in the future tenders.

2.103. It was further explained that the quotations initially received in 
Fcsponse to the tender enquiry were mixed up and by tfap tioie the reqolre- 
ments ttare assessed the Army Headquaiters iostnicted tliat tiiere was no
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need to go in for local purchase- But later as the Southern Conunand 
pressed for the mosquito nets an Ordnance Depot was asked to make local 
purchases. The witness added that in the second tender enquiry too the 
type of mosquito nets required was not mentioned i.e. whether it was to 
be Leno or Mockleno type.

2.104. The Committee pointed out that the tenders invited should have 
^ven full description of the goods wanted and chance should have been' 
given to all the tenderers and the goods purchased from the one who offered 
the most competitive price. The witness replied that at the second time 
the four firms quoted and the firm to whom the contract for the suppK 
of nets was given, was the only one which quoted for square mesh leno- 
type whereas the others quoted for Round and Mockleno types. 1 he 
medical authorities had given first priority to the Round mesh, then to 
Leno type square mesh and last to Mockleno type.

2.105. In reply to a query that quotation from the firm in the first- 
instance too. was approved for Mockleno type by the inspection authori
ties, the witness stated that it was not accepted, but only the Inspector 
had certified that it was within the sp>ecifications. The Committee were fur
ther informed that the D.G.O.F. pricc for the Leno type in 196.̂  was 
Rs. 19 2 for khaki and Rs. 181 for white. In 1964 it was Rs. 20 97 
for khaki and Rs. 20 ()6 for white.
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2.106. The Committee feel that while inviting tenders, full description 
of the mosquito nets required, should have been given to enable the tenderers 
to quote for the correct t%pe of the material. The;- regret to note that this 
was not done in this case, lliey hope that with the issue of these instruc
tions .such cases would not recur.

Non-utilisation oj Engines and Vehicles.— Para 46, Page 25.

2.107. In order to conserve foreign exchange, it was decidcd in 1960 
to remove the engines from 75 trucks of a foreign make and to utilise 
them as maintenance reserve for a further 621 trucks of the same make. 
The 75 trucks thus denuded were to be fitted with indigenously nianufac- 
tured engines of a different capacity, after necessary modifications to the 
chassis

2.108. The engines were, accordingly, removed from 54 trucks during 
1961, from another 18 during 1962 and 1963 and from 3 in 1964; 58 of 
them were overhauled between 1962 and 1964, and the remaining 17 were 
found to be beyond economical repairs.



2.109. An indent for 84 indigenous engines and some spares was also* 
placed in October, 1961, and the stores, of the value of Rs. 4.65 lakhs, 
were received between June, 1963 and September, 1964.

2.110. The indigenously purchased engines had, however, not been 
fitted on any of the enginelcss vehicles till January, 1966, with the result 
that 75 vehicles costing about Rs. 8.39 lakhs have not been put to any use, 
for years in some instances.

2.111. Referring to the Audit para, the Committee enquired at the 
time of evidence, whether proper inspection was conducted before removal 
of engines from the vehicles with a view to ensuring that the engines were 
serviceable or at least repairable. The Defencc Secretary replied that 
the vehicles which were sent out for use rcturne»J to the depot cither after 
the expiry of predetermined peiformance or if they did not function well. 
The vehicles on their return to the depot were examined and the engines 
removed to see whether they were capablc of repair or beyond economical 
repairs.

2.112. The witness referring to the present case stated that the decision 
was to provide spare engines by removing from the existing vehicles. But 
the vehicles were not called back specilically for the purpose. They were 
stripped off when they returned to depot in the ordinary course an»d the 
engines found fit after being reconditioned were kept in reserve. The wit
ness stated that the decision to fit the 75 \ehiclcs. from which the engines 
had been removed, with new indigenous engines was taken on principle. 
But before indents could be placed for new engines various technical 
examinations had to be conducted which took time and the indent could 
be placed by the 16th June, 1961. The witness added that while most of 
the parts were received by August. 1964. two items, certain modification 
kits and certain nuts and Iwlts were, not received till July. 1965.

2.113. In reply to a quer\'. the witness stated that he could not quite 
justify the delay and added that the workshop should have shown a greater 
amount of initiative in trjing to fabricate the parts locally or obtain them 
from elsewhere. The witness further added that all the vehicles had since 
been fitted with engines.

2.114. In regard to an item which was supplied by the supplier under 
a different part number, a representative of the Army Headquarters stated 
that the part belonged to the modification kit, and its revised number was 
not known to the depot.

2.115. Asked what was the life of those vehicles which had been fitted 
with the indigenous engines, the witness replied that according to the 
‘discard policy’ vehicles were discarded after they had done 35.000 miles
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or after 7 j/ears from the date of inductico, whichever was more. With 
regard to the vehicles fitted with new engines, the vtritness that how
the test of 35,000 miles was to be applied to them would have to be 
examined and decided. He added that it was also to be decided if the test 
would apply to the engines or the chassis.

2.116. The Committee then asked when it was decided to overhaul the 
old engines and put the new ones, the question of life of the vehicles must 
have beai decided at that time. The witness replied that at that particular 
time those vehicles would have continued indefinitely. It was ait the end 
of 1963 or beginning of 1964 tliat Government dedded as a policy that 
even if the vehicles had some life it was better not to keep them but to 
dispose them and replace by new vehicles. Under that dedsion petrol 
vehicles were disposed of after they had done 35,000 miles or after they 
had put in seven years, whichever was more.

2.117. The Committee regret to note that tbe engiiies (costing Rs. 4-65 
laidis) received daring June, 1963 and Septemiier, 1964, lemained 
unutSised for a period of 2-3 years, due to non-receipt of two items, one 
oitf of tiiem costing only Re. 0-41. It is aU the more regretaMe fliat the 
autimrities concerned did not view the matter in a proper prospective and 
made no aUemative arrangement for the procnremeirt or fabrication of 
items init icept on waiting till they were received from tlie su|qilier.

Infructtious expenditure in the movement oj repairable vehicles.— Para 47, 
Page 25;

2.118. During March, 1960 to February. 1962 Army Headquarters 
ordered the movement of 288 repairable vehicles from Vehicle Depots/ 
Sub-depots at Delhi, Meerut and Chheoki to the Central Vehicle Depot at 
Panagarh- These vehicles were received there till June, 1962.

2.119. In November, 1961, however, by which time 245 of the 288 
vehicles had been received at Panagarh, the Army Headqua^rs also began 
to issue orders for backloading these vehides to the Central Vehicle Depot, 
Delhi for being repaired at the workshop in Delhi. The move of all but 5 
of the original 288 vehicles was completed by March, 1964. This to and 
from movement of the vehicles has resulted in an infructuous expenditure 
of Rs. 2.18 lakhs approximately by way of railway freight alone.

2.120. The Ministry hifonned Audit in January. 1966, that the vehicles 
were moved to Pans^aih because they were lying in the open in the various 
depots and surplus covered storage to acccnnmodate them was available 
only in Panagarh and that advantages ii^ch accrued as a result of proper 
fhfJter to ijhe vehides would outwei^ tbe expenditure uicurted on their 
ttrauportatioa.
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2.121. The Committee were informed during evidence, that out of the 
288 vehicles, only 43 vehicles had gone to Panagarh, after the decision to 
repair them at Delhi had been taken. A large number of llhe vehicles sent 
to Panagarh, it was stated, had remained at Panagarh for periods varying 
from one to three years.

2.122. Asked if the economics of constructing the covered-accommo- 
dation at Delhi for the vehicles than to send them to Panagarh had been 
examined. The witness replied that the construction of new accommoda
tion would not have been justifi(xl when the same was available elsewhere. 
So far as the question of economics was concerned, the witness said Chat 
he was not sure if that had been examined. Expressing his own opinion 
he stated. “I entirely agree that the economics of the question should be 
examined."

2.123. The Committee were further informed that when decision was 
taken to move the vehicles to Panagarh, they were not on the repair pro
gramme. It was only in September 1961, when the defence liabilities 
became large, a review was' held and those vehicles had to be put on the 
repair programme. The Defence Secretary added that the repair programme 
was framed for every three year period and for every workshop. At that 
time the point kept in view was that the actual or unnecessary movement 
should be the minimum.

2.124. The Additional Secretary. Ministry of Defence, referred to a 
question put by the Committee earlier as to whether the economics of con
struction of covered eccommodation in Delhi was considered before taking 
the decision about movement of repairable vehicles and stated that the 
specific question of constructing accommodation in Delhi was not taken 
into account but the matter was examined on the basis of certain proposals 
made by the Deputy Director Ordnance Services. The decision on the 
movement of vehicles to Panagarh was taken on the strength of the follow- 
iog advantages mentione>d by him;

“Suitable cover for the vehicles lying in the open and minimising 
deterioration to them;

Economy in the maintenance and up keep of these vehicles, is tJiat only 
a minimum maintenance need be carried out to them while under cover;

No periodical maintenance staff would be required;
Reduction in the cost of renovation and repair.”

2.125. The Committee enquired whether there was anx worWhop near 
Panagarh to repair the vehicles. The Secietaiy. Ministiy of D cfei^. stated 
Ibat there were workshops at Aflahabad but those were 300 nffles away
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irotti Panagarh. Moreover, certain other items of work which required the 
minimum movement were bwng done in the workshop at AUababad. He 
..added that the question was whether the total movement they had was the 
.minimum movement or there was the probability of reducing the movement.

2.126. The Comnittee regret to note fliat 43 vehicles were moved to 
Panagarii after a decision to repair the vehicles at Delhi had been taken in 
November, 1961 when order for back-loading of some of the vdiides from 
Pamigarh to Delhi was issued. The Committee feel that the movement of 
these 43 vehicles was unjustified and could have been avoided. The Com
mittee also feel that before ordering movement of the vehides in luge 
numbers for the purpose of storage, their repair programmes etc. should be 
kept in view. Unnecessaiy movement of vehicles, even for a smaller 
number as in this ease not only results in infructuous expenditure of trans
port but also causes inconvenience and undersired burden on the railways.

(V) Quarter Master General’s Branch

Extra expenditure in local pinvliase of foodstuffs—Para 24— Page 14.
*

2.127. During the period October, 1964 to March, 1965, the Officer 
•Commanding of a supply depot made heavj’ local purchases of tinned 
foodstuffs at a cost of Rs. 2.62 lakhs. T.ie rates at which they were 
•obtained were 50 to 100 per cent, higher than the rates at which such stores 
are sold by the Canteen Stores Department. The extra expenditure thus 
incurr&d was Rs. 1.13 lakhs.

2.128. The Ministry intimated in January, 1966 that a Court of Eiiquiry 
was being held and the Officer-in-charge. supply depot had been placed 
under suspension.

2.129. The Additional Secretary, Ministry of Defence, informed the 
Committee that in this particular case the original information was that 
the officer had purchased these items without obtaining a certificate of the 
Market Superintendent of the West Bengal Government. The officer had 
in fact obtained the prevailing market rates from the Market Superintendent. 
ITie excess on this basis worked out to less than Rs. 11,000. The only 
default was that the officer did not get the approval of the Station Com
mander. All such rates were required to be authenticated by the Station 
Commander before local purchases were made.

2.130. In reply to a question sudt a laige quantity was
be purchased locally at high cost, the witness stated that at the time when 
tlje items (tinned supplies) were suddenly required in Calcutta, an enquiry 
v/as made from the Canteen Stores Department and it was found that 
lalmost all the items were not in stock and the Canteen Stores Department
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^Iso required six weeks noticc for the supply of items. The Defence 
Secietaiy stated (bat the purchases were made centrally and supplied to the 
dQXJts. The tinned food stuffs were not the normal requirement of the 
troops. These supplies were made to the troops in certain high altitudes. 
Jn this particular area, the Army Authorities suddenly dedded to move the 
troops to the higher altitudes and a sudden demand for tinned food stuff 
arose. The Canteen Stores Department did not have the stock and there
fore the local purchase was made.

2.131. On being asked as to why a Court of Enquiry was held and the 
matter referred to SPE., the witness stated that the Court of Enquiry was 
constituted to find out as to why high prices were paid. The certificate of 
:he market Supdt. was not before the Court of Enquiry. The Court of 
Enquiry had opined that this officcr ihad paid exorbitant prices. Because 
of this fact the matter was referred to SPE. Ultimately evidence had been 
produced. In reply to a question, the witness stated that the evidence that 
;he certificate from the Market Supdt. was obtained lhad come up only 
lately.

2.132. The Committee desired to be furnished with a note indicating 
as to when the certificate from the Market Supdt. was obtained, when was 
it first produced before the Court of Enquiry, whether it was before the 
frrst court or the Second Court and if it was produced before the Second, 
vvhy was it not produced earlier.

2.133. From the note (Appendix III) furnished by the Ministry it is 
t'bserved that only one Court of Enquiry was held on the 13th September,
1965. This was followed by a Sununary of evidence. It is seen that the 
jitticer produced the certificates obtained by him from the Market Superin
tendent at the Court of Enquiry. The certificates were not. however, 
taken on record of the Court of Enquiry proceedings. Further it is also 
seen that the officer had invited tenders and accepted the lowest quotations 
>n all cases for the local purchases made by him. At the time local pur
chases were made, the prevailing market rates were not obtained through 
:i Board of Officers convened by the Station Commander and these were 
not published through Station orders according to the prescribed procedure.

2.134. A Board of Oflicers was subsequential detailed by the Station 
Commander, Calcutta during January-March, 1966 in accordance with the 
existing rules to ascertain market rates prevailing during the period of pur- 
{̂ hases were made and these rates were authenticated through Station Ciders 
issued on 16th April, 1966. The rates so authenticated were the prevailing 
retail rates as worked out by the Board in con.sultation with, the Civil 
Marketing Superintendents of various markets in Calcutta. A comparison 
©f ’.the rates paid by the OC. Supply Depot. Calcutta for the various items
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purchased \>y him with the rates as authenticated through station orders 
shows that an extra expenditure of Rs. 11,223-91 paise cmly was incurred 
in these purchases.

2.135. The Committee are surprised to note that the certificate obtain* 
ed the officer concerned from the Maricet Superintendent and produced 
before the Court Enquiry in September, 1965 was not taken on record: 
of the Proceedings of the Court of Enquiry. In view of the fact tint this 
was a material document, the omission is inexplicable especially when (he 
question was of payii^ higher prices.

2.136. The Committee may be apprised of the action taken on Ihe 
findings of the S.P.E.

Extra expenditure in purchase of fresh vegetables and fruits, pant 25, 
page, 14.

2.137. Fresh Supplies of vegetables and fruits in Bengal area were 
arranged till 1963-64 through contracts concluded on the basis of compe
titive tenders. For supply of these items during 1964-65 Government 
issued a sanction on 31 March, 1964 authorising conclusion of a negotiated 
contract with a Co-operative Society sponsored by the State Govermicnl. 
Accordingly, rates for supplies to be made during 1964-65 were negotiated 
with the Society by a Board of Officers and contract was concluded with 
them on 31 Mach, 1964 for Rs. 66,76 lakhs. A month and a half before 
the conclusion of this contract, on 18 February, 1964, open tenders had 
been invited for the same items. On the basis of the lowest rates obtained 
the contract concluded with the Society for the year 1964-65 was found 
to be costlier by Rs. 14-10 lakhs. For the year 1965-66 also a contract 
has been concluded with the same Society at rates which are about seven 
per cent higher than those at which the earlier contract was concluded.

2.138. The Ministry have intimated in February, 1966 that their action 
was based on a policy decision taken by Government that fruits and 
vegetables should be obtained by entering into negotiated contracts with 
the Agriculture Departments of t}ie State Oovemmeots or with vegetable 
growers’ co-operative societies sponsored by them. The Committee 
enquired when Government decided to give preference to a Co-opcrati\'e 
Society for supply of fresh sup i^s to the Army, what were the considera- 
tkms in deciding that the contract shall be a negotiated one. The Secretar). 
Ministry of Defence, stated that they wanted to build up and develop a co
operative system of supply. Therefore, it was fch that the Co-opcralive 
societies jbonld not be asked to give tenders as it would not really be ad
vantageous ^because in the open market the established traders would under
cut tkfln n d  ODoe the co<opeiattve societies were out of the way, they 
worid d tfg e  Hbdr own rates. Asked whether this fediog that the opem
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market would under-cut the co-operative aodeties was .based oa imy post 
ecperience, the t^tness stated that it happened in this case and added that 
before that (19^3) there was no large scale dealing with co-operatives at 
all.

2.139. In reply to a question, the witness stated that this issue was 
taken up at that time. The Special Secretary Ministry of Agriculture had 
explained the circumstances in which the emergency scheme for the produc
tion of onions and potatoes in the border distrias of the States of Assam, 
Bihar and West Bengal was started with the assistance of some subsidies 
and loans by tAe respective State Governments. This was done at the 
initiative of the Central Government. Large quantities of vegetables were 
produced as a result of this programme. Certain difficulties in lifting the 
surplus produce were pointed out especially by the States of West Bengal 
and Bihar. Due to lack of local markets, the decline in prices was consi
dered undesirable from the point of view of the farmer. Also, vegetable 
growing was new to thcae regions and any fall in price would cause a 
serious set back to future production. The witness added that at the meet
ing of the Army autharities held on 26th July, 1963, with “representatives 
of the respective State Governments” and officials of the Indian Council 
of Agricultural Research a programme for effective working of the scheme 
was adopted. The rcpre.sentatives of Assam and West Bengal Government 
were requested to formulate schemes for the production and marketing of 
fresh vegetables, onions, potatoes in the selected centres in consultation 
with Army authorities. It was further suggested that the present contract 
system might be substituted by negotiated rates for two seasons of supply 
with the Co-operative societies. It was also felt that in the absence of 
marketing unions, the Department of Agriculture might enter into a contract 
with the Army authorities on behalf of the growers. It was further sug
gested that flat rates might be fixed for vegetables required in summer and 
winter separately by mutual consultation between the Collector and 
Consumer of the local formation. In these discussions it was suggested 
that the rates should be negotiated.

2.140. The witnMs added that in December 1963 itself the tenders 
were first floated but the particular rates quoted were considered rathei 
high. Then negotiations were started with the co-operatives and separate 
tenders were floated simultaneously. In the second tender the merchants 
who knew that negotiations were going on with the Co-operatives did under
cut. The Committee enquired whether in order to develop Co-operative 
system, it was a deliberate decision to pay a higher price to co-operative 
sodeties. The witness stated that it was a deliberate decision that in order 
to develop a Co-operative system of supply which would ensure reliable 
rapiriy to the Army at ieas(»i^Ie rates over a period of time, to ^«e rates 
2534(AiO L.S.-4.
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in any particiilar year whidi m ] ^  not been related to the rate* of opea 
naricet tenders notwithstanding that the rates they would have to {Miy» 
were hiijher.

2.141. In reply to a question, the vntness stated that they had requested 
the various State Governments particularly Assam and Bengal S^ate 
Governments to organise Co-operative Societies as in the Bardir States 
of Assam and Bengil they had been experie.ncing difficulty during the last 
three years in obtaining fresh supplies of vegetab!ei, meat, eggs etc. Th's 
was the first cas:, he added where Co-operative societies h9d been organic* 
ed on a large scale and at their instance Ministry of Agriculture had re> 
quested the State Governments, for organising in other areas.

2.142. On b;ing asked whether it was a genuine society of grower.?, the 
untness stated that before they gave the contract this year, the co-operative 
society had been certified by the West Bengal Government as a genuine 
society of growers and added that after getting this certificate, they had 
given the contract

2.143. The Committee enquired whether in the year 1964 they had 
this certificate. The witness stated that the contract was entered into with 
the West Bengal Apex Co-operative Agricu'tural Markeing Society spon
sored by the West Bengal Government. They had no information in 1964» 
when this contract was concluded, who exactly were the members of this 
West Bengal Apex Co-operative Agricultural Marketing Society. They 
took it as a society sponsored by the Government of West Bengal. He 
added that subsequently, when they made enquiries, they got a formal 
certificate that it consisted of growers only. He further stated that in 
tiie Inter discussions it came to notice that “this society was not a society 
entirely of growers, and we imposed a condition at that time that it should 
be a society of growers”.

2.144. In reply to a question, the witness stated th3t according to the 
policy decision of 6th January, 1964. the agreements would b: entered into 
with the State Governments through the Agriculture Department or 
genuine Co-operative vegetable growers’ societies, on A.S.C. regular contract 
forms and not through middle men and the schedule of supplies might 
vary with the local conditions.

2.145. The Committee pointed out that even in 1964. before they 
entered into the first contract with the sodety in March, 1964. ‘the policy 
decision was that they would enter into rontract with genuine growers* 
Co-operative societies. But this was not a genunie Co-operative siciety 
of growers. The witness stated that there was no reason f i  douW at 
lluit time that it was not a geauhie groweis* coH>perative society. In r e ^

« ^oestkHi, the witaess added that whea » State spomored a sodsty with



the title ‘West Bengal Apsx Co-opentive Agricultural N ^ketug Sodety
iilcl’. toe otuctiTS WHO dealt wiiJi taii couid not nave reasons to suspe^ 
In subsequent years they came to know that this particular society was 
Aot strictly a growers’ society in terms of their decisions. He ad Jed that 
Jiow they had got a growers’ society functioning as certified by the Covern- 
msnt of West Bengal. He urged that over a period of time the policy of 
■Cjvcm.-nsnt had borns fruit in the seme that the growers’ sodety had come 
into existence.

I
2.146. In reply to another question, the witness stated that over a 

psriod of years. Government had succeeded in establishing and devclop;ng 
a oopjrative society of growers of vegstables in thi  ̂ area and got supplies 
froTi them. Whether in 1964 the obj3:t of the Government was literally 
fairilled or not, over a perioJ of years they had succeeded in achieving the 
objs^t. The witness adJed in this connection that “agricultural primary 
marketing societies are by definition societies of growers and producers, not 
middlemen” and in a number of States that was the pattern.

2.147. The Committee pointed out that Government issued sanction 
on 31st March, 1964 authorising conclusion of a negotiated contract with 
a co-operative society sponsored by the State Government. Accordingly 
rates for supplies to be made during 1964-65 were negotiated with the 
society by a boari of officers and the contract was concluded on 31st 
March, 1964, on the very same day. The Committee asked whether the 

•officers by that time knew of the antecedents of this co-operative society 
as the sanction was is.'>ued on the snme dav. The witness rspl'ed that the 
request for sanction came from their junior officers. Negotiations were 
carried on much ear'.ier than 31st Mar:h. 1964. After d'scussi'ms and 
negotiations proposals were put up to Government who gave authorisation 
on 31st March. 1964 to enter into contract with the society.

2.148. On being asked whether the price difference between the 
ncgrttiatei rits and the lower tender rate wa  ̂ broueht to their notice, the 
witness replied in the affirm '̂ive and read out the following relevant portion 
of letter of 31st March, 1964:—

“Comparison is not possib’.e---- d f̂fsrence between negotiated and
additional call rate Rs. 14 lakhs.”

The attention of the witness was invited to financial rule No. 7 whidi 
was as under:—

“Preference may be given to cottage industries products over tiiose 
of small scale industries, all other things befai  ̂ equal, namely 
price and delivery; in regard to other co-operative loc’etitSt 
other things being eoual, cooperatives mav be enpoongiBd, but 
no price pcefereoce should be given in such-cases.**
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The iritneas tnied that Oovemment framed' the rolet and Govtrameirt' 
ccndd pve preference out^de those rules. Government was cnnpetent tO' 
do that provided Government c o n ^ re d  it appropriate to do so.

2.149. In reply to a question, the witness stated that iO' 1963 contracf 
the Fmancial Adviser did not object. In reply to another question the 
witness stated that the policy decision with regard to price preference to- 
the co-operative society was the one taken specifically in 1966. In 1964* 
tliis question did not arise because the contractor had not quoted for all 
the items and had not expressed their willingness.

2.150. The Committee enquired whether the quotations of the con
tractor and of the society were comparable or not. The witness stated 
that the quotations were comparable and they were also not exactly 
comparable. In one quotation, there might ^ 1 0 0  items for supply at 
SO places; in another quotation there might be 105 items for supply at 
80 places. The two quotation were not strictly comparable but added that 
certainly they got an idea of the rates. The Committee drew the attention 
of the witness to their letter No. A/32456/R/ST6/QIB, dated 23rd 
February, 1966 addressed to Headquarter, Southern, Eastern, Western and 
Central Command and copy endorsed to CDA Patna, etc. In para 4(c) it 
was mentioned that “contract will be sanctioned in favour of State Govern* 
ments; or state sponsored co-operative societies provided the CFA is satis
fied that the rates are reasonable and competitive” The witness stated that 
that was correct. This letter was deliberately issued in 1966. In negotiat
ing the prices with the co-operative societies, they did take the precaution 
that the rates were reasonable and comparative. But he added that if in 
one particular year an individual was prepared to offer a very low rate to 
ruin the whole co-operative organisation so that in subsequent years it 
would not be possible for them to maintain that system, they should not 
go in for that low tender for that particular year only taking the word 
‘competitive’. Asked whether this principle was inherent in their decision 
which was taken in 1963, the witness stated that it was always so in their 
dealings with co-operatives. They were not prepared to pay any price 
to the co-opsrative societies. In reply to a question, the Committee were 
informed that the Apex Society had got 97 primary marketing societies 
organised in different parts of the States and the State Government hadi 
contributed about Rs. 12*50 lakhs to the capital.

2.151. The Committee p3inted oiit that even after their letter dated' 
23rd February, 1966, the contract for the year 1966-67 was given to this< 
■ociety and according to die Audit the price difference was Rs. 13*14 lakhs^ 
The witness $tated that they did not consider that there had been any price' 
preferential. They conridered ^he price as a reasonable and competitiva 
€oe- He admitted that the price was Rs. 13 lakhs more than waa



quoted, but added diat.flieyidid not consider on the basis (tf data that p a i^  
cular quotation given by the contractor as a genuine one.

2.152. In reply to a question, the Defence Secretaiy informed the 
Committee that in 1964 when that particular contract was issued, the society 
was stated to be a society of growers by and large, but there was a prospect 
of purchasers from other areas also being given membership. The witness 
Mated that the Ministry being not happy about it insisted on the West 
Bengal Government that it should be entirely a growers’ society without 
that the Ministry stated that it would not continue the arrangements. The 
witness thought that in view of that in»istance the West Bengal Govern
ment might have modified the position of the Society and given the certi* 
ficate. He added that the Central Government was satisfied with the 
certificate given by the State Government.

♦
2.153- The witness further stated that the whole argument about the 

case arose from the articles of association of the Society, wherein it had 
been stated that the membership of the society was open to (a) registered 
cooperative societies doing or intending to do marketing business in respect 
of agricultural commodities, and; (b) individual traders, commission agents, 
merchants etc. suitable for having business dealings with the society. The 
vdtness added that because of that particular provision the Ministry were 
not prepared to continue the arrangement.

2.154. The Committee feel that while entering into agreement for the 
■sopply of fresh vegetables and Imits with this co-operative sodelj in 
March, 1964, the Muistiy of Defence should have satisBed themselves that 
It was a society of genuine vegetables and fruit growers. The faKt flnl 
-this **society was a grower’s society by and targe** which came to flie notice 
of the anthoritities in 1964 should have cantioned the Defence authorities 
and immediate action should have been talten to ensure that a contract 
was entered into with a genunie growers* co-operative society only.

2.155. The Committee also feel that while entering into contract with 
the co-operative societies is such cases the proviBions of the Financial Rules 
that no price preference should be given in such cases, should have been 
kept in view. They regret to note that this was not done while entering 
into this agreement.

2.156. The Committee also desire that the Ministry of Defence should 
devise some ways and means to satisfy themselves that the rates paid by 
them to these co-operative societies for the .supply of fresh vegetables and' 
fruits are not excessive and that they compare favourably with the prevail- 
ins market rates. Payment of esxc?ssive rate to the cooperative societies 
would result in taking away the initiative on the part of the societies hi 
manacin^ their affairs economically and would create a sense of complace
ncy which is not healthy.



Sanction of works under lAe Emergency Works Procedure Pant 
pages 18-19.

2.157. Under the Emergency Works Prosedure intr^ducsd in Navem- 
ber, 1962 for executing worlds connected with the emergen :y, cuhin^ed 
powers for sanctioning works havs b:;n delegated to th: Service Chiefs 
and lower authorities. It hid, however, been envisaged that on'y wrrks. 
of vital important to the effective functioning of the Armed For:es shouli 
be undertaken under this procedure. It has b»n notice! that in some 
cases works meant to provide amenities to Servic* p:rsonn;I in ‘Peice*̂  
stationi have also been ordered to be executed under this pro;:edure. A 
few instances are cited below:—

(a) Construction of 4 Swimming Pools at three stations at a totil' 
estimated cost of Rs. 10*02 lakhs sanctioned in September, 
1963, January, 1964, February, 1965 and April, 1965. In 
the first two cases the work was completed in November, 1964 
and October, 1964 respectively.

(b) Construction of a Gnema-cum>lecturs hall and an institute f>r 
officers at a station at an estimated cost of Rs. 2*93 lakhs 
sanctionei in December, 1962 and Sep'eTib^r, 1963 rP8-)ec- 
tively- The former work was completed in January, 1965.

(c) Construcdon of an M.F.S. Inspection Bungalow s'«nction;d nt 
an estimated cost of Rs. 2-11 lakhs hi July, 1964, thaugb- 
there was already an Inspection Bungalow at the sta:i3n.

(d) Construction of 4 Single V.I.P. Quarters sanctioned in Septem
ber, 1964 at an estimated cost of Rs. 77,000 approximately.

2.158. The Committee enquired whether the Ministrv had reviewed 
the postition and whether they had ensured that works which bordered 
more on the side of amenities and were of a nature of special items should 
not be siinctioned and executed without ohtainin3 the sanction of Govern
ment. The witness stated that he agreed with the question and they 
intended to do like that. He added, however, that according to their views 
a swimming pool was not an amenity in this case. The swimm!ng p::ol 
which was constructed at Gwalior at the cost of Rs. 1.11.000 was reauired 
to citer to thr requirements of two training ccntrcs. the ASC Centre and" 
the J&K Regimental Centre where the strensth increased from 3710 to 
9667 tra'nees. The Committee enquired whfeth:r in this case the pro
cedure followed, namely creating these amenities under the emerg:n:y powers 
was proper. The witness stated that the term ‘amenities* here was mis
conceive. ‘ A particular item which served the training purpose was n o t ' 
an amenity. All these items, exccpt the inspection buitsalow, were not 
•menities. They were really necessary for training purposes.



2.159. With resard to VIP’s quarters, the witness stated that they were 
single officer’s quarters of the rank of Captain and Major. He regretted 
that this was not poictsd out earlier to Auait.

2.160- As rsgardi cinema-riim lecture ha!l, the witness stated that 
it was a lecture hall for a particular training centre. It contained a stage 
and a screen costing Rs. 10,000. It was primarily a lecture hall.

2.161. The Committee understand from Audit that there is a difference 
of opinion between the Ministry of Defence and the Financial Adviser. 
Defence Services, over the term “works of vital importance to the effective 
functioning of the Armed Forces”. The Financial Adviser had commented 
fc.f. para 25 on pages 23-24 of the Appropriation Accounts (Dsfence 
Services) 1963-64), that one of the defects noticed in the working of the 
Emergency Works procedure was that sanctions were accorded by lower 
authorities foi items like air cocditionins, swimming pools etc. The 
observations were repeated by him in 1964-65 Accounts also (c.f. para 
27(ii) on page 27 of the Appopriation Accounts).

2.162. It was also stated in evidence that except the Inspection 
bungalow, all other items were not amenities. They were really necessary 
for trammg purposes.

2.163. In view of the diSerence of opinkm between flie Miaisliy of 
Defence and the Finandal Adviser, Defence Services, reguding *Srorks 
of vital importance to the effective fnnctioning of the anned forced, tlia 
Committee desire that the Ministry of Defence should exanlne the qnes- 
tioB and issoe necessary darificatory orders after consulting the Ffaiandal 
Adviser. They also desite that the Ministry of D e f ^  may cond«;t a 
review whether in the l i ^  of the present condifiom the scope of the 
exercise of the enhanced delegations of powers under tiie Emnvency works 
nocMQfc cooio M resiriciM 10 opcranoiuii sress m i to ccrani spcciiiM 
■atave of works in other areas. It should also be ensured in future that 
works which border mote on the dde of amenities and are of a mrtare off 
qpedal Hems are not executed without obtaining the sinctfoB of Govem> 
meat according to the normal procedure bdd down.

2.164. The Comaiittee fnrtlier sna?est that with regard to draft AndM 
fNnaa, complele and correct informatioB dionid be given to Auffit hi time 
■0 as to avoid controversies hi regard to the factual position at a lafer stage.
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Avoidable expenditure, para 35, page 20.

2.165. In S?nteniber. 1964, wh’le the work in connect’on with 
accommodation for an Army workshop was in progress, the site was 
changed be»use of certain drawbacks pointed out the Cantonment



Planning team in the existing site chosen in July, 1963. An expen«fitnre 
of Rs. 2*56 lakhs already incurred on site clearance and building woA 
did not, therefore, serve any purpose and could have been largely avoided 
had the project been planned initiaUy with greater care.

2.16(î . The Q>mmittee desired to know whether the site on which die 
Department had incurred an expenditure of Rs. 2-56 lakhs cbuld not be 
used for any other purpose. The representative of the Ministry stated 
that that site was proposed to bs used for constructing a military hospital.
So far as the earlier decision to locate it at that site was concerned, though 
two or three sites were given, there was nothing on record to show why 
this site was selected.

2.167. He added that there was a meeting in the QMG’s room where it 
was decided that this site was not acceptaUe and another .site was selected.

2.168. The Committee enquired the reasons why this site was selected 
first and then changed later. The witness stated that no reasons were 
recorded for the first decision. On being asked if no reason in wridng 
was given in the records, why no explanation was taken from the officers 
whose names were given in the minutes, the witness replied that the 
officers had retired and they could not asked for their explanation.

2.169. The Committee desired that a deuQed note on this para might 
be furnished stating inter-dUa.

<i) how the site for the construction of an Aimy Workshop was 
first selected;

(ii) why was it abandoned;

(iii) why could not the site be used for any other purpose;

(iv) were there any criteria laid down for the selection of sites for
Army Workshops; if so what were they; and

(v) whether those criteria were followed in the above case?

The note has been received and it at Appendix IV

2.170. From the note, the Committee find that the Cantonmeni 
Planning Team which was given the task for drawing up a Master Plan 
for Delhi Cantonment did not favour the site selected by the EME. The 
Committee regret that EME failed to visualise the reasons for unsuitability 
of the site as pointed out by (be Cantonment Planning Team later on« 
namely, (he site ‘*mmld come in (he middle of domestic neighbourhood 
for officers and as such would prove a source of danger particularly (o 
duldren; that there were no roads nearby where testing could be done and 
liMl (he site was situated on (he skyline of (he Delhi Ridge, and being In
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'dose proxiiiiitj to the DdU Univenttjr Canpos, the wotlnhep am  eo» 
■aistiiig of tin-roof sheds and snigjk storey constrnctkm would stand as aa 
mgljr anachronisni for all time to come.”

2.171. They are wiry to note that doe to bad pfamafaig the GotL had 
,1o hicnr an expenditnre of Rs. 2^56 lakhs on the site clearance and holldiag 
-work.

2.172. The Committee woold also like to stress in this connection that 
-suitahle instmctions should be issued to all concerned to keep wrttiea 
records of all important ffiscusdons, dedsfons and meetii^ in a proper

manner so that the progress of the entire case caa be properly charted oat, 
'if and whra requir^.

-Loss of pickles costing Rs. 56,200 found unfit for human consumption— 
para 42-Appendix I—Item (iV), pp. 30-31:

2.173. In Novenlber, 1962, an indent was placed by the Army Head- 
tiuarters on the Army Purchase Organisation in the Ministry of Food and 
Agriculture for the supply of 95-120 tonnes of pickles. A contract was 
accordingly concluded on 26th November, 1962, by the Purchase Organisa* 
tion for ‘pickles mixed’ on the basis of “tender samples,” only without 
indicating any warranty period, though the normal warranty period for 
the stores is eighteen months. The Defence indentor, to whom a copy of 
the contract was endorsed, did not also point out this omission to include 
a warranty clause. 28*9 tQones of these pickles, costing Rs. 56,200 
were later found unfit for human consumption—14*7 tonnes in June- 
July, 1963 and 14*2 tonnes in January-February, 1964. In the absence 
of any warranty clause in the contract, the suppliers could not tie asked 
to make good the loss

2.174. The Committee enquired how a purchase according to tender 
sample could obviate the necessity for a warranty which was intended to 
guarantee that the supplies should conform to the sample and be fit for 
consumption for a specified period. The Addl. Secy. Defence stated that 
efforts were made to secure pickles of the ASC specifications and it was 
found that they were not available. Nobody was prepared to quote and 
meet the ASC specifications. Therefore, a meeting was held in the Office of 
Chief Director of Purshase. Ministry of Food and Agriculture to consider 
how best to procure these urgent supplies and it was decided that supplies 
should be obtained on tlie basis of tender samples and without insisting on 
a warranty

2.175. On bemg asked what efforts were made to secure ar warranty, 
the witness replied that at the time when the decision was ‘taken, it was 
not clarified why the warranty was not asked for.
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a.176. In K|dy to a qoesdoo. the witness stated that'diere was »  
otttain period mentioned for these picUes. The indenting authorities knew 
that these pickles would not last beyond that period. But before thejr 
could be utilised, they had deteriorated and those pickles could not be- 
ttsed during that period. He added that **this is a case where probably 
because of Government rules and rejulations, they went bad althoujh they 
could have been consumed." The pickles could only bs issued to troop» 
in hijh attitude areas. As the number of such troops came down, the 
pickles remained unutilised.

2.177. The Committee drdw the attention of the witness to the Minist^ 
of Finance instructions to all the Ministries that “in the case of contracts 
for perishable stores, it must bs ensured that a separate warranty clause is. 
invariably provided". The witness stated that he could cot say why this 
warranty was not specifically asked for. He added that they were eximin* 
ing whether powers could be given to local authorities to dispose of the

. stuff as well as to issue such perishable items to non-entitled persons instead 
(rf allowing them to rot.

2.178. It was stated in evidence that in the meeting held in the office 
of the Chief Director of Purchase. Ministry of Food and Agricul u e, 
il waa dedded that supplies should be obtained on the basis of tender 
samples and without insisting on a warranty.

2.179. The CooMiittee are surprised to Ifaitl that inspHe of theb* re- 
foffn d atioo  made to pan 49 oflheir Ftteenfh Report (1954-55) and 
iMinBcfioM ism d br the Ministry of Flnaace to all the Mhristries that 
Is the case of contracts for peridMUe stores it most be ensured Itart a 
■eiMiatc wanrant daose b invariabfy prô dded, flic Ministry of Defence did 
not indnde warranty danse in this contract. Nor were any efforts made 
to aeek sncb a warrant? danse when .the decision was taken. Thev take 
a Mriow irlew of this lapse whkh hss lesoHed fai a kiss of Rs. 5&.200 to 
Govcmneat and deriic that the responsihllify for this omission sboold be
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2.180. The Committee are surprised to leam the Mhiistiy that 
*Viie is a cmc where probaUv because of Government rules and regnla- 
tkms the pickles went bad aldioofch fliey coaM have been consumed.” 
They htme Aat suitable procednral changes, Indndia^ deleeation of powers 
to kical aathorlties, wiU be made to ^nsore that snch contingencies do not

Leasing out ot a site for rumtirtg a cinema—para SO—pages 26-27:

2.181. 2’40 acres of land in a Cantonmem were teamed out in 1918 to 
a private pany for a perioi of 33 years for constructing a cinema hill. 
Originally, the rent was fixed at Rs. 1,800 per annum for the first fiv»



fean  and Rs. 3,000 per amniin theteafter, but on a lequsst made by the- 
lessor in 1924, ths annual rent continued to be charged at Rs. 1,800 for 
the entire period of th: lease. The lease expired on 31 March, 1951 and 
in December, 1951 the lessee was told by the military authorities that the 
lease could be renewed on payment of the market rent assessed at Rs. 2,880 
per annum and a premium of Rs. 57,600 in accordance with the orders 
issued by Government in 1947. The lessee, however, intimated in MarcS, 
1952 that he was willing to ren;w the lease only at the old rate o( 
Rs. 1,890 per annum without payment of any premium ani in the 
alternative he was willing to surrender the site on payment of compnisa- 
tion for the assets created by him. The amount due for recovery f.'om 
the lessee for ths period from 1 April, 1951 to 30 June, 1965<on the 
basis of the orders issued by Government in 1947 is Rs. 98,640. Even 
under the old terms, an amount of Rs. 25,650 is due for recovery fm it 
the lessee for this period.

2.182. The Micistiy intimated to Audit in January, 1966 that on the 
basis of the advice given by the Law Ministry, the Government have 
decided to renew the lease for a period of 16 years from 31 March, 1961 
to 30 March, 1967 on the same terms as the expired lease, but without 
incorporating any provision for renewal.

2.183. The Committee desired to know the action taken to finalise 
the question of renewal of lease which expired in March, 1951. The 
witness stated that as a result of Law Ministry's advice, they had now 
renewed the lease upto 31st March, 1967, on the old terms and the parties 
had also paid the arrears of rent. In the renewal of ths lease, the Law 
Ministry had advised that thsy could incorporate a provision that further 
renewal could only be on such terms and conditions as would be deter
mined by Govemmect at that time.

2.184. With regard to the delay in the renewal of the lease, the witness 
stated that the original party died and his three sons'had to take Birasat. 
They had now taken the Birasat, The sanction for the further continuance 
of the lease had been issued and shortly the lease would be executed.

2.185. Tn reply to a question, the witness stated that in case the party 
did not agree to their new terms in 1967. thev would have to compensate 
the party for the assets and other things which he had created. Govern
ment merely leased the plot of land.

2.186. Asked whether necessary action to renew the lease after March, 
1967 had besn taken, the witness stated tiiat the decisi&n to renew ihs 
lease upto March, 1967 had been taken recentiy. He added that they 
ivould pursue the question whether to continue tiie lease fjurther or noL
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2.187. The Gomniittee pointed out that whea the lessee did not renew 
iibe lease, he was allowed to operate on the premises. The day when the 
lease expired the possession became illegal. If the lessee did not come 

jforwatd for. renewal,-the lessor should have reminded him. But the matter 
was allowed to drift The .witness stated that an exactly similar question 
had been the subject matter of litigation in courts. It was linked with a 
general question about the tenure of military lands when in 1957 Govern* 
inent took a decisicm, which had bren under review for the conversion of 
(M  grant lease hold rights into freehold. The Secretary, Ministry of 
Defence, added that there was a Committee consisting of some Members 
of Parliament which recommended that all these leases should be con
verted into frediold but Government had not accepted that decision. Two 
months ago the Defence Minister had invited all the Vice-Presidents of 

•■elected Cantcmment Boards. He had discussion on the matter. This 
matter was going to be discussed in the Informal Consultative Committee 
of Parliament and a final view would be taken

M

2.188. 1 r ^ y  to a question the witness stated that a decision bad 
Jbeen taken that wherever possible all Cinema leases should be terminated 
It was in pursuance of that decision that they tried to evict the three 
Gnema owners in Delhi. They would review how many Cinema leases 
were required to be terminated.

2.189. Tlie CoBunitlee are nnhaiipy to note the way in idddi t tb  
.caw of tcaewal of the iease had been pmding for yean together. They 
-me surprised to iind tliat die lease wiiich expired on 31st Mardi, 1951, 
coaid not be renewed till recently in 1966, on various grounds and no 
agreeoMnt conid be readied between the Govt, and the party. Failure on 
tibe part of the Govt, to enforce effectively tiiehr conditions, not only 
brooght loss to the Exchequer as the lease has now been renewed on the 
old terms and not on the payment of the market rent but also allowed 
the party to occupy the premises without signing any lca.se for 15 years. 
They feel that had the Ministry cf Defence been alert snch a situation 
would not have arisen

2.190. The Committee further learn in evidence that the questloD 
wheflier to renew the lease after March| 1967 is yet to be dedded. They 
regret that even with the past experience, the Ministry have so far failed 
to take a final deckion in the matter which has already been delayed. 
This is again likely to complicate the matters further. It is unfortunate 
that enough care is also not taken in the Ministry to ensure that the lease 
deeds are free' from lacunae and that their provisions are enforceable. 
The CommMtee would like to be informed of the find decision taken in 
.fCfard to the renewal of die lease.



AIR FORCE 

Irregular purchase of stores—para 16, Pages 9*-10;

In June, 1962, the Air Headquarters placed an emergent indent oa 
the Air Adviser, London, for the supply of one each of 4 items of stores 
of a proprietary nature. The cost of the four items was estimated at £ 4  
(Rs. S3). One of the items had actually been purchased earlier in 1957 at 
a cost of Rs. 23,500 approximately.

3.2. On an enquiry made by the Air Adviser from the manufaicturen, 
it was pointed out in July, 1962 that the indent covered 7 items, the total 
cost of which was 12,943,895 lire (Rs. 98,595). Despite the fact that the 
actual cost of items exceeded the financial powers of the Air Adviser 
(Rs. 10,000) and bore no relation to the estimated cost of £ 4  indicated 
in the indent, the Air Adviser placed a purchase order on the firm on 27 
July, 1962 for all the 7 items at the price quotied by them and sent 
simultaneously a copy of this order to the Air Headquarters. After 3 | 
months, the Air Headquarters asked the Air Adviser on 13 November,
1962 to cancel the order, as it was found that the stores indented were 
already in stock, but had not been indentified earlier. The matter was 
taken up by the Air Adviser with the firm who refused to accept the can-, 
cellation of two major items costing 12.031,600 lire (Rs. 91,630). These 
two items were finally accepted and shipped to India m December. 1963.

3.3. The Air Adviser has explained that the. error in placing the order 
in excess of his financial power was due to “unfamiliarity with Italian 
currency”, because of which he thought that the total cost of the item was 
12,943.895 lire (equivalect to Rs. 98.60 only). Government, while 
regularising the purchase by an ex-post-facto sanction, in February, 1965- 
had asked the Air Adviser to enquire fully into this purchase deal.

3.4. The Ministry have intimated in December, 1965 that the Court of- 
Inquiry convened in this connection did not hold anybody responsible.

3.5. During evidence the Defence Secretary stating that the facts 
mentioned in the audit paragraph were broadly correct disclosed that the 
demand for the items out of which one had been purchased earlier for Rs. 
23,500, actually arose from a unit, from where it came to the Wing and' 
dien to the Equipment Depot and the Air Headquarters. In the process 
of transmission, number of one of the items got changed. Instead of SOOf 
it was given as 5008 which created all subsequent confusions. The Air 
Hqrs., the witness added could not possibly detect the mistake «s

m
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j t u  tbqr dealt with thousands of items of spares. The witness consideied 
iMt toe present arrangeinenis vick eaough u> keep su«h muiakes t»t tne 
minimum and, in nis opinion', to have aUoiuooal cliecKs anci countei-cndcks 
to p re v ^  similar defaults would not be commensuraie with the result 
achieved.

3.6. Explaining the causes which led to the mistake, the witness stated 
that the indenting unit had given in its first indent the correct number of 

-the stores, but in one of the two reminders it gave a wrong numbelr. It 
was from this point onwards that the wrong number went on to be quoted 

■in all subsequent correspondence. The witness added, as the number did 
not exist in the catalogue and there was no provision for that store, the Air 
Headquarters asked the Unit to check and furnish correct number of the 

. part and description of the item, a::tually required. In response to a query 
■the unit confirmed that the part number required by it was 5008.

3.7. The Committee were informed that the item of store was thought 
to be some trivial spare and that the item was not in the catalogue. The 
Air Headquarters referred it to the Air Adviser, London, and asked him 
to contact the manufacturers. The manufacturers after pointing out that of 
the original item one was sub-divided into three, gave quotations. The

^ s t  quoted was quite out of proportion to the cost indicated by the indentors 
from India. The Adviser however, did not realise that the cost was too 
much. The witness added that secondly, the cost quoted was beyond the 
auth3risation of the Adviser. But not withstanding both the things an 
order for the supply was placed by the Air Adviser in July, 1962 for 7 
itons at a total cost of 12.943,895 lire (Rs. 98,595).

3.8. In regard to exceeding financial powers the witness stated that 
an explanation that they used to place orders notwithnanding the fact that 
their financial powers should not exceed had been given. The witness 
added that the explanation had not been accepted.

3.9. The witness was then asked whether that was the latest explanation, 
as earlier it had been explained that the error in placing the o-dsr in excess 
of financial power was due to *unfimiliarity with Italian currency*. He 
replied that that explanation too had not been acMpted. He also thought 
that there was no ddiberate false explanation or a motive like that

3.10. The Defence Secretary stited that the Co’irt of ennuirv held in 
^ e  case was of the view thit no one was responsible for the mistake. Th?ir 
findings we'« however, not accepted and it was decided to go into the 
pnatter acaia. The Chief of. Air Staff wlu> examined the case a Mrond 
f ia f  admiiritter^ ‘se\’ere d’stdeasure’ for a period of one yeu- to eac^ 
the two oAcen involved in tfie matter.
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3.11. The witness also informed the Committee that when hi November*
1962 the mistake came to notice it was thought that the equipment would 
not be used, but in Novenbsr, 1965 the equipment had been utilised. 
The Committee then aslced how it was that the enquiry Committee abscdved 
everyone from every charge. The witness stated that the enquiry Com
mittees were constituted in a routine way but when the persons affected 
1)y the court of inquiry were of senior'and higher status, the position of 
4he court of enquiry became very very embarrassing. When further aslced 
whether there was any procedural hcuna, the witness replied that It was 
not so and added that there was a ‘certain fault In following the procedure*. 
The procedure did prescribs that the person app'Jlnted to the court of 
-eniuiry must be senior to the p:rsons involved. He added that another 
difiicuhy was that at the beginning a clear conception of persons might 
not be availab!e. The only remed'y in his opinion was that a greater care 
should be taken in appointing the court of enquiry.

3.12. The Committee feel that it Is most tmfortnmrte that such a misfake 
(wrong number of the part) occurred which cost the exchequer Rs. 91,630. 
They are also constrained to note that the Air Adviser, London failed 
detect the mistake when the cost quoted by the manufictnrer was out of 
proportion to the cost indicated by the faulentots in India, and he exceeded 
*Us flnancfad powen wtthont jnstiflcatioii.

3.13. The Committee also desire fliat ereater care should be taken ki 
appofaBtfaMt the Court of Enquiries so that they fnoction without any hihiU-

and fear or bvom* and cases of feflnre to follow the exMnc instnw 
tions In the matter of constitotioB of Courts of Enquiry siionid be viewed' 
'flerknuiy.

Delay in the execution of a project—Para 28, page 17:

3.14. On the basis of the recommendations of a Sitting Board made on
1 March, 1958, sanction was accorded by Government in March, 1961 for 
the provision of domestic, technical and administrative accommodation at an 
Air Force Station at an estimated cost of Rs. 82 lakhs. Due to the delay 
in the acQuî iition of land required for the nrojsct, the work was actually 
taken up for execution only in February, 1963.

3.15. Construction of 84 married quarters (4 for officers and 80 for 
airmen) was completed in July, 1964 at a cost of Rs. 8-02 lakhs. A 
contract for the provision of sewage disposal was, hnwever, concluded* 
onW in February, 1965 and the work is yet to be completed (November, 
1965). These quarters have not, therefore, been put to any use tiU now. 
In the meantime Government have incurred an extra exnenditu-e of 
R*. 24,700 by way of compensition in lieu of quarters and conveyano#

to njrvice personnel, and *̂ *o suffered a loss of revtane to dia 
of Rs. 2.300 tin August, 1965.
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3.16. Adnritting the fiKts broii^ out in the awfit pan, die lepretenta* 
thre of the Ministry stated during evidence that the septic tanks were 
comideted in July, 1964 and that the iMiildings, except four (4) wUch 
were occuined in March, 1966, were occupied between July, 1965 and 
September, 1965.

3.17. As in most cases the quarters had been lying vacant for more 
than one year, the Committee enquired if any responsibility had been fixed* 
for that. The witness replied that in this case various people were involved 
and responsibility could therefore, not be determined. He added'that the 
first sanction was for a central sewage but no tenders were received for 
that within the prescribed period. Later on when it was known that water 
table was low enough to enable individual scptic tanks to operate it was 
decided to have independent soakage pits for all the buildings.

3.18. The witness disclosed further that the scheme fetched a saving 
worth Rs. 1*5 lakhs, as it was completed with Rs. 2-52 lakhs, when the 
sanctioned amount was. Rs. 4-02 lakhs.

3.19. In regard to the acquisition of land the Defence Secretary stated 
that the action was initiated on 8th July, 1961. Part of the land was taken 
over under the emergency procedure, and the land requited for the building- 
was taken over after formaJ acquisition was completed in November, 1962 
and January, 1963. In reply to a question, the witness stated that the 
proviuon of sewage disposal could not synchronise with the date of 
completion of the quarters, as the tender quotations received for the purpose 
were very high and consequentiy the whole plan had to be changed.

3.20. When the witness was referred to the earlier observation of the 
Committee in their 25th Report (2nd Lok Sabha) regarding the need for 
taking up the work in external services simultaneously with the consiruction 
of buildings as was done by a private builder, he stated that it was not a 
question of simultaneous taking up, rather it should be taken up well in 
advance to avoid similar occurrences. He added that the Ministry hoped 
to issue some instructions on those lines.

3.21. The Conuiiittce hope that satiable instractions woald be issoed to- 
all coBcened to take op the eonatractioo of the external services (like aewaga 
ctc.) dBMdtaneoasly widi tfie constnctfon of the bolldbisi; so that by the 
ttee the bsBdiogs are ready for qecnpation, external senrices are aba 
provided. The Commtttee would abo like to be apprised of the inatmctiou. 
lOTed (■ thb Rfard.

Infudicious planning of a work—Para 29, page 18:
3.22. A project for Ae domestic and technicd accommodation for air 

Air Headqnarten was sanctioned in March,. 1961 for Rs. S8-4&



lakhs, subsequently revised to Rs. 62:24 lakhs in December, 1962 due 
•*o change in the scope of the work. Construction of residential accom-. 
modation for 170 airmen was commenced in March, 1962 and completed 

•on 15 January, 1964\at a cost of Rs, 13:80 lakhs. These buildings could 
not, however, be put to use immediately as the necessary central sewage 
facilities had not ^ n  provided. The work in this connection was put to 
tender thrice between June, 1963 and December, 1963 and a contract was 
finally concluded only in March, 1964. The work had not been completed 
till January. 1966.

3.23. Pending provision of central sewage facilities, construction of a 
•temporary sewage scheme was undertaken in September, 1964 and com
pleted in December. 1964 at a cost of Rs. 55,000. The residential quarters 
were thereafter allotted between January, 1965 and April, 1965. Due to 
the delay in the execution of central sewage scheme Government had to 
incur, in addition to Rs. 55.000 an expenditure of Rs. 11,000 on watch 
and ward of the vacant quarters and an estimated amount of Rs. 42,000 
paid to the service personnel by way of compensation in lieu of quarters 
inclusive of conveyance allowance of about Rs. 7,000.

3.24. The Committee were informed during evidence that all the 
■ quarters had since been occupied. For the occupation of quarters certain
special cvpcnditure was incurred to provide sewage facilities and the pumps.
It was added that 13 pumps had been installed and would be commissioned 
if found satisfactory after the tests.

3.25. In reply to a question it was stated that while central scheme was 
;dways satisfactory, still where the water table was not high individual septic 
tanks should be provided because of economy.

3.26. The Committee would like to draw attention to para 321 of this 
Report and hope that such cases would not recur.

Avoidable payment of compensation— Para 40. Pages 22-23;

3.27. A State Government started construction of an R.C.C. reservoir 
near the site of an airfield in November. 1953. In April, 1955 when the 
work had reached an advanced stage, the Military Engineer Services autho
rities approached the State Government to stop the construction as the 
reservoir was likely to be a risk to the safety of the aircraft in flight. The 
work was stopped immediately and abondoned in June, 1958. Government 
sanctioned a compensation of Rs. 96,288 to the State Government in June, 
1965, against their claim of Rs. 1 01 lakhs made in June, 1962 for the

'loss incurred on the construction of the reservoir.

3.28. The liability to pay this compensation arose because Government 
failed to issue timely declaration imposing restriction on the construction of
2534(Aii) L.S.—5.
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buildings and other structures near the vidnity of the airfield. The Ministry 
have stated in October, 1965 that a declaration could not have been issued: 
in fte case of this particular airfield alone but that such a declaration would 
have to be Issued for all the Air Force airfields and installations involving: 
payment of compensation to the owners of the lands for the interference 
in their enjoyment of the property.

3.29. The compensation in the present case had to be paid on account 
of the cost of construction and of subsequent dismantlement of a water 
reservoir and not because any question arose of interference in the State- 
Govenmient’s enjoyment of the land. Payment of such compensation in- 
this particular case cauld have been avoided by timely issue of a declara
tion under Section 3 of Indian Works of Defence Act, 1903.

3.30. The Defence Secretary at the time of evidence in reply to a 
question, why the enabling provisions of 1903 Act were not invoked in' 
respect of air fields to avoid claims for compensation, stated that if it had 
been done the Govt, would have to pay compensation to the owner of the 
land for restricting him from the better enjoyment of his land. Moreover, 
a general notification, the witness stated, would impose a great burden on 
both the authorities and the users of land. Also it would not be proper use 
of powers.

3.31. The witness added that the action could only be taken when it was 
known that something was going on near the installations. In regard to the 
case mentioned in the Audit Report it was stated that the authorities noticed 
construction of the reservoir near the airfield only after it had risen above 
the level of obstruction.

3.32. The Committee were also informed that a request had since been
made to the State Governments that whenever construction works were
to be undertaken in the vincinity of an airforce installation or airfield, notice 
thereof should be given to the Station Commander. Similarly, the wit
ness added, that the Station Commanders had been asked to watch and' 
take prompt action as and when any construction was noticed. In reply 
to a question it was stated that there was no instruction at present, for 
the watching of vicinity and inspecting every inch of the perimeter of 2000 
yards of an airfield. If the Aerodrome officer was asked to do that it
would be too big a task for him.

3.33. The Committee are imaUe to comprehend that the constmctioii of 

the reservoir taken op hi November, 1953, cooM not be noticed by the 
Airforce antiiDiilies till Aprfl 1955 when it readied an advanced stage. The}’ 
hope that with a little more liaison with the State Government chances 

of anch constiiictioB coming up near the ahforee instigations In the fnturr 
wooU be cttmfaialed.
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3.34. Avoidable expenditure on compensation of land— Para 41, Page 
23: Out of an area of 2,337.46 acres of land requisitioned during 1942 to 
1945 for the construction of an airfield in a station, an area of 373.97 
acres is still held under requisition, on payment of an annual compensa
tion of Rs. 13,172. Out of this, an area of 160.35 acres which is under 
runways and taxi-tracks was decided to be acquired as far back as 1954. 
As regards the remaining area of 213.62 acres, on which certain defence 
assets had been created, it was decided in 1957 to transfer it to the State 
Government; the State Government was, however, not interested in the 
transfer.

3.36. No action has so far been taken to acquire the area of 160.35 
acres, the cost of restoration of which to its original condition was estimated 
in 1962 at Rs. 16.25 lakhs while the estimated cost of acquisition was less 
than Rs. 25,000. A final decision regarding derequisition or acquisition 
of the area of 213-62 acres has also not been taken. In the meantime. 
Government have incurred a liability for payment of Rs. 1.07 lakhs as 
compensation upto March, 1965 for continuing to keep these two areas of 
land under requisition from 1954 and 1957, respectively.

3.37. The representative of the Ministry during evidence explaining the 
reasons for the delay in the acquisition of a portion of a land stated that 
the airfield was formerly in a princely state, which was subsequently merged 
in Orissa. According to a decision for abandoning the airfield, the areas 
covered by hard standings were to be acquired and rest of the areas were 
to be restored to their owners. Accordingly request was made to the local 
authorities. But due to some difficulty about the actual demarcation of 
the area it could not be done. In 1955, after survey the land under run
ways, hard standing, building etc., was determined. However in 1956 the 
MWstry of Rehabilitation indicated that they wanted to establish a 
refugee camp in the area, but that Ministry withdrew that proposal in 1957.

3.38. The winess stated that in 1957 the case in regard to the acquisi
tion of land covered by hard standings, was again revived and the State 
authorities were requested to proceed in the matter. The State authori
ties, however, ran into certain procedural difficulties and between 1957 to 
1961 they could take very little action. They were also not'able to issue 
notices as some parties had died and others had left the village.

3.39. The Committee then enquired if some people had died or left 
the village to whom the rent was being paid by Government. The witness 
replied that the details were with the State Government, and so long as 
the State authorities were satisfied that they were paying to the right pec^le 
the Ministry of Defence were not concerned. He added that collector made 
the payments in the treasury and raised debits against. Defence Authorities.
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3.40. The Committee desired to be furaisbed with a statement ^ving 
the details of persons to whom compensation had been paid for the two 
areas of land, held under requisition, from t954 and 1957 to March,
1965, and the steps taken by the Central Government to expedite dere
quisitioning of the land, measuring 213.62 acres, decision in regard to 
which was taken in 1957.

3.41. The Ministry have furnished the information.

3.42. In reply to a question the Committee were informed that the 
Directorate of Military Lands and Cantonments reviewed from time to time 
the position of property in possession of Ministry of Defencc. The witness, 
however, added that due to certain reasons, it had not been possible to go 
mto the matter thoroughly but the Ministry hoped to do something about 
it soon.

3.43. The Committee note therefrom that it has now been decided to re
tain the land measuring 160.35, acres covered by the run-way. taxi-track, 
hardstandings ctc., and derequisition the area of 213.62 acres on payment 
of the terminal compensation due to the land owners conccrncd. The orders 
in regard to the above decision were issued on 7th Octobcr, 1966 and that 
the State Government were being pressed for acquisition of land.

3.44. The Committee are sorry that it had taken more than 12 yean 
to implement a decision taken in September, 1954. The delay not only 
led to an unnecessary- drain of the public money but it also cau.«ed consi* 
deraUe inconvenience to the owners of the property. They would like the 
authorities to devise suitable measures to avoid such delays in future.

Non-utilization of two lif’ht aircraft manufactured in an Air Force Depot;— 
Para 42, Appendix I— item (1). Page 30;

3.45. A light aircraft was developed and produced in an Air Force 
Repair Depot in February, 1959 at a cost of Rs. 48.245. In August, 1960 
C3ovemment accorded ex-post facto sanction for its manufacture and also 
sanctioned the manufacture of a second aircraft of this type which was 
completed in February, 1963. The actual expenditure incurred on the 
manufacture of the two aircraft was Rs. 90,675. The aircraft were not 
put to any use. In October, 1965 Government declared them surplus 
to Air Force requirements and ordered their disposal. The Ministry have 
intimated in January, 1966 that a Government owned Company was 
also developing a proto-type of a similar aircraft and as a result of the evalua
tion carried out on these prototypes, the one developed by the Govern
ment owned Company was chosen in 1962,

3.46. While on the one hand technical manpower has been utilised for 
duplication of work which was already being undertaken In a Government
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owned Company, the Air Force authorities, on the other hand, have beeo 
advancing shortage of tec^ca l manpower as one of the main reasons for 
arrears in the repair WJfk of aircraft and equipment at the Repair Depot.

3.47. Referring to the audit para and the explanation given by the 
Ministry to Audit, the Committee enquired how the Ministry justiQed 
duplication of the effort when shortage of technical manpower had resulted 
in accumulation of arrests in repair worlt of aircraft and equipment in 
the Air Force Manufacturing and repair depots and the development of 
aircraft was not the normal function of the Aircraft Repair Depot, thd 
witness replied that it was a deliberate policy decision. While a Govern
ment owned company was developing a particular aircraft the Government 
decided for a parallel development of a similar aircraft in a Repair Depot. 
When the development was in an advanccil stage trials were held and the 
aircraft of the Government owned company was selected and standardised.

3.48. The Committee enquired if it was a deliberate decision, why the 
sanction was not given in advance. The witness replied that, according to 
the records, the project was undertaken at the instance of Government 
and when the outlay of money was known a formal financial ex-po'it-faao 
sanction was given. The witness stated that a letter of 21st June, 1958 
from the Air Headquarters indicated that they were informed by asi .Mr 
Officer who had been instructed by the Defcnce Minister to producc a 
prototype aircraft.

3.49. The Committee then asked whether the documents of 1958 could 
be regarded as one constituting a sanction. The witness replied "I would 
not regard it as a sanction but as some evidence that the officer concerned 
had been given some authority by the Minister". The witness also add
ed that what had been done in this case" was not inappropriate though not 
technically correct.”

3.50. In reply to a question the Committee were informed that there 
were quite a number of cases where the Ministry of Defence had authorised 
action and given formal sanction later. The C'^mmittee desired to be fur
nished with details of such developmental projects for which e.x-posr-iacto 
sanctions had been accorded.

3.51. Asked whether there was anything in the Rules that even the 
Ministers could not take such decisions as involved in this case, the Defence 
Secretary replied that excejit withregard to the very limited delegate<l func
tion, no Minister includinc the Prime Minister, according to the rules, 
could authorise any expenditure from the Public funds without the con
currence of the Ministry of Finance. Where a concurrence was not given 
the matter had got to be dccided in consultation with the Prime Minister
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or, if necesstu>, Cabinet. Referring to the case under discussicm, the wit
ness stated that as there was an authorisation to spend, the Minister or 
the officer who authorised the expenditure, took the responsibility to get 
the concurrence of the Ministry of Finance or felt confident to get the same 
He added that there was nothing wrong in authorising the expenditure in 
advance.

3.52. When asked why both the aircraft were declared surplus, the De
fence Secretaiy stated that both were tried but the plane developed by 
the Government owned company was declared as standard for the task 
in view. The two planes were surplus to the Government requirements. 
Some parts of those planes had been borrowed from the Flying-clubs and 
had since been returned. The rest of the parts the witness stated would 
be disposed of- The witness stated that he did not think that there would 
be any purchaser of the aircraft as such. The Committee were also inform
ed that the net expenditure on these aircraft would be Rs. 78357 after de
ducting Rs. 12318 leaving the value of parts returned to the Flying Club.

3^3. The Committee regret to note that the development of light air
craft was taken op in an Air-force repair depot in February, 1959 when 
Govenunent owned company was also developing the proto-type of a simi
lar aircraft. This resulted in an avoidable evpenditure .of Rs. 78357. 
The Committee feel that the main function of an .Air>force repair depot 
should have been to attend to the repairs, as the manufacture of this ti”ht 
aircraft, was bound to aggravate the existing arrears in the repair work of 
abrrrafts and equipment in the repair depot wlUdi is not deshraUe.

3.54. The Committee also find fliat the project was taken up in hand 
without any sanction and an ex-post-facto sanction was accorded only in 
August, 1950. The Committee feel that a project like development of ■ 
light aircraft should have been sanctkmed in advance. The Committee 
desire that suitable instructk>ns should be issued regarding issuing of sanc
tion in advance for svdi projects so that cases of this type do not recur. 
The Committee hope Oat the very healthy rule that no Government re
presentative induing a Minister should authorise any expenditure from 
the public funds without the concurrence of the Minisiry of Fhuincc will 
be invariably foDowed.

64



NAVY

Absence of control over production costs in Naval Dockyard—para 12,
page 7:

In pursuance of the recommendation of the Public Accounts Committee 
as contained in para 63 of their 43rd Report (2nd Lok Sabha), Govern
ment sanctioned in July, 1963, the setting up of an estimating section with 
'{!8 men to ensure control over production costs in the Naval Dockyard. 
This section was expected by the Naval Headquarters to complete the 
preparation of the standard estimates of repair of defects in the various 
ships, within twelve months of the sanction of staff.

4.2. Only 44 persons out of the sanctioned 88 were posted to this 
section on different dates from August, 1963 to November, 1964. In 
l^farch, 1965, a Planning, Production and Control Organisation was formed 
with a complement of 189 personnel, in lieu of the estimating section. The 
full complement of this organisation is yet to be posted.

4.3. An amount of Rs. 2 -80 lakhs has been spent till August, 1965 
on the pay and allowances of the existing personnel in the estimating section 
and the Planning, Production and Control Organisation. The objectives of 
pre-estimation of Defect Lists and Control over production costs have not 
yet been achieved (December, 1965).

4.4. The Ministry had intimated to the Audit in December, 1965, that 
a decision to defer the filling up of the posts sanctioned in July, 1963, for 
estimating section was taken on the recommendation of the National 
Productivity Council.

4.5. During evidence the Committee asked what were the actual 
recommendations of the Council. The representative of the Ministry 
leplied that the Council recommended the running of the Dockyard on 
self-sufficient basis and suggested that four departments should be estab
lished for production control, industrial, engineering and standard cost 
system. As a result of those recommendations certain staff was sanctioned 
in March, 1965, and this was to include already sanctioned staff. The 
witness stated that it would not be correct to say that there was no system 
of estimating the cost etc. in the Naval Dockyard. Originally a decision 
had been taken that pre-estimates of costs should be prepared before a

IV
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work was taken in hand. Staff sanctioned for that purpose was fcuncli 
to be insufficient by the National Productivity Council, who recommended 
liiat to ensure complete control of all the stages of work estimating of 
costs should be done on a much bigger scale.

4.6. The witness added that the Council also recommended that with 
a view to bringing about a re-organisation of the dockyard in the most 
effective manner, there should be a factual revaluation of the dockyard's 
position in the Naval complex. To achieve that, the witness added, the 
Council recommended that (i) the dockyard should have refitting facilities 
as an operational dockyard; (ii) it should be organised as a functional 
production unit entirely self-sufficient and administratively accountable to 
Naval Headquarters; (iii) its management should be made administratively 
responsible for and have direct watch over all servicc functions which affect 
its ability to produce; and (iv) it should be able to use indigeno”.sly 
nanufactured items of which it is difficult or impossible to get spares.

4.7. The Committee were informed that all the recommendations of 
the National Productivity Council had been accepted- Asked whether 
they were being implemented, the witness stated that all had not been 
implemented because requisite staff could not be had. He added that to 
the extent the staff had been in position, the reconmiendation have been 
implemented.

4.8. The Committee enquired if the recommendations of the Council 
covered control over job cards. The witness replied in the affirmative and 
added that the preparation of job cards was part of the process of the 
planning unit. The control staff went from shop to shop to ensure that there 
was no material bottleneck and that the work was done according to the 
time schedule.

4.9. In reply to a query, the witness slated ihat the job card—system 
was in existence earlier too, buf it was a simple one, whereas at present 
separate job cards are prepared for various items of work which an engine 
overhaul would require, including the man-days required to complete a 
particular job. The repairs to be done were entered in a log book and on 
that basis programme of material and personnel needed was drawn up.

4.10. The Committee referred to para 63 of their 43rd Report (1961- 
62) on the subject and asked what action had been taken on their original 
recommendation made in the year 1952. The witness replied that action 
was initiated in 1962 and he could not say why no action was taken earlier.

4.11. The. Committee desired to be furnished with a detailed note ex
plaining the steps taken to implement the recommendation contained in para
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63 of their 9th Report (First Lok SaUia) and reiterated in para 63 of their 
43rd Report (Second Lok Sabha) and the reasons for the delay in its im
plementation.

4.12. The note has been furnished. It indicates inier-alia that since 
1953, based on the recommendation of the Public Accounts Committee 
(Para 63-9th Report—1st Lok Sabha), pre-estimation of alterations and 
additions, items of jobs and preparation of estimates for payment works was 
introduced. A statistical section was formed in 1954 in the Naval Dock
yard, Bombay for collecting and analysing cost of repairs—for at least 3 
years as a basis and essential pre-requisite for the estimating of Defect 
List. The note further states that based on the library of costs prepared by 
statistical section, pre-estimation of rc-fit of the INS, Rajput was taken 
up as an experiment in 1957-58. This was the first occasion when a realistic 
effort was made to estimate the monetary vakic of the refit work. This 
effort was basically an effort to assess the capability of the Dockyard to 
undertake the pre-estimation job. The experiment showed that an accurate 
fore-cast work was not possible and a considerable variations was un
avoidable which could only lead to misleading conclusions. Realising this 
difficulty in a detailed pre-estimation of the repair work, the Government 
continued to approve non-preparation of pricing of Defect List. Even 
though Naval Dockyard put up a proposal for establishment of a full- 
fledged estimating section in December, 1059. its consideration was deferred. 
In 1962. Naval Headquarters again revived their proposal for setting up 
of estimation section in the Naval Dockyard, and it was only in luly, 
1963 that Government sanctioned a complcnient of 88 persons against 
which only 44 persons were recruited. It is further stated in the note 
that was based on the recommendation of the Committee of foreign experts 
of National Productivity Council. Naval Headquarters revised their staff 
requirements in 1964 and a complement of 213 persons was sanctioned by 
29lh June, 1965. Of these, 116 posts have so far lieen filled including those 
recruited against the previous sanction. The staff recruited in July, 1963
h.ns been merged whh the staff of the Planning and Estimation section of 
the present organisation. The tasks that this section has undertaken, from 
its very inception and on which it has been engaged, are:—
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(a) pre-estimation of the work orders( including pre-estimation of
alternations and additions and payment work);

(b) process planning of Defect List; and

(c) estimating of man hours for Dockyard, routine section of the
Defect List.



4.13. The Comnittee repel to note thirt due attentioD was not pdd to 
Hheif lecmnmendation made in 1953 (Fata 63 of thdr 9th Report—1st Lok 
Sabha) and reiterated agidn in March, 1962 in para 63 of their 43rd Re- 
jwrt—Second Lok Sabha. Even though the system of pre-esthnation of ai< 
leratlons and additktns, itons of joi» and preparation of estimates of pay
ment woriEs was introduced in 1S>63, the same system was not bitroduced 
for worlcs inv<dvBig repair and re-fits. It is all the more ^qu ieting  to 
note tliat it was only after tlie Pnlriic Accounts Committee liad reiterated 
their eariier ol>servation vide j^ra 63 of their 43rd Report in March, 1962 
that a proposal for the Estimating Section in the Naval Dockyard was sanc
tioned in July, 1963. The Committee feel that a period of 10 years ivas (oo 
long for taking action on their recommendatton made in 1953.

4.14. The Ministry have also indicated that the Planning and Estimating 
Section has achieved the following results ;

(a) increased utilisation of dry-docks of Naval Dockyard and, de
crease in the utilisation of commercial docks, resulting in an 
increase in the average number of dock-days in Naval dock
yard; and decrease in the average number of dock-days in com
mercial dockyards;

(b) better control of opening and closing of work order;

(c) constant review of progress of work;

(d) feed back of information to the management for taking correct 
in action;

(e) better utilisation of central loading;

(f) be^ning of compilation of statistics of actual man-hours versus
estimated manhours, prepared at shop level, ship-wise by 
Centre; and

(g) Scheduling in respect of requisition cf work for spare parts and
‘difficult to get stores’.

4.15. The Committee feel that if the beginning in this direction had 
liwn made hi 1953 as a result of their iccommoidation, all the above ad
vantages which have accmed since 1963, could have been achieved much 
earlier. The Committee fed that with the setting np of this planning and 
eslnnirting section, there vdH be better finandal coirtrol over tte  varkms 
joba of additiMS, alteraiions, lepalrs and ic-fits, cairied out In the dodt-yaid
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4.16. The Committee referring to the amounts of Rs. 2.80 lakhs spent 
till August, 1965 on the pay and allowances of the existing personnel in the 
Estimating Section and the Planning, Production and Control Organisation 
and the expenditure of Rs. 2.34 crorcs incurred on repairs, refits without 
pre-estimates of ships durmg 1964-65 asked what work had been turned out 
by the personnel employed during that period. The witness replied that 
that staff was merged with the bigger staff creatcd on the basis of recommen
dation of the National Productivity Council and added that the whole dock
yard had been reorganised and the managerial staff had also been reorganis
ed into various departments. Explaining the work done prior to the reorgani
sation and at present, the witness stated that previously whenever mam 
engine of a ship came for overhaul, no one knew to what shop the engine 
would go first and where it was to go next. At present, the overhaul 
involved in an engine had been spelt out in great detail indicating the type 
of work to be done, manhours required to be spent on the job in each shop 
etc.

4.17. The Committee then asked, if it did not mean that between 1952 
and 1963, the work was done in a completely haphazard manner. The 
witness said “1 am afraid 1 must admit that. It was very much ill 
organised, fact, there was no control on the jobs that were being done in the 
various shops.”

4.18. The Committee desired to be furnished with a note indicating (a) 
the annual turn-over of work indicating the number of ships handled and 
the man-days involved from the year 1952 onwards till the new system of 
control over production costs was introduced in Dockyard and thereafter; 
and (b) the work-load in terms of expenditure incurred annually during the 
above period.

4.19. The information supplied by the Ministry indicates that after 
introduction of the new system in 1964, 127 ships were handled in dock
yards involving an expenditure of Rs. 298 lakhs. Before the introduction 
of new system, in 1963, 120 ships involving an expenditure of Rs. 284 
lakhs were handled.

4.20. Since the Ministry have furnished informatioii in regard to the 
number of ships handled and the expenditure ittcmred for the year 1964
i.e. for one year only after the c(«trol over production costs qTSteni was 
introduced, it is not possible to assess flie improvement, if any, effected wiA 
the taitroductioa of die system. The Committee would therefore, Hke Ae 
Government to watch the performance and achievement of die new system 
and see how far it had reached the expected |̂ >aL In case of any deficiM^ 
being noticed die Committee hope that necessary remefial steps woald be 
initiated soon. They also hope that the fnll complement of staff mpdred 
for the working of new system would be in poritfon soon.



Stores lying unutilised—para 17, page 10:

4.21. In the following cases, equipment/stores arc lying idle for an 
unduly long time:—
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Particulars of the equipment/ 
Store

Value of Period 
the from
equipment which 
store lying idle

Remarks

(0 Three sets of conversion 
equipment received from 
U.K. during 1958-59.

(»V) One Anti-aircraft aiming 
trainer received from U.K. 
in 1957.

(11/) Naval Pumps, coponents 
and other stores.

(»V) 22,459 lbs. of a chemical

Rs. lakhs
i - 8o 1958-59

1 1 9  1957

3-39 1954-59

22,100 1959

(i>) 110 logs (4,366 eft) of 
timber received in February
1962.)

74,700 1962

These were received 
for a Naval Training 
School.

The Ministry have 
intimated in Janu
ary, 1966 that 
efforts are being 
made to utilise the 
stuplus stock within 
the three Ser\^ces.

'I'he Ministry have 
intimated in Janu- 
ary, 1966 that the 
full quantit}' could 
not be put to use 
as the Graving. 
Dock has in the past 
been occupied for 
long periods for re
fitting capital ships.

4.22. With regard to the presents position of utilisation of the equip
ment, the Committee were informed during evidence, that the first three 
items, listed in the Audit para, related to some spares. The indents for 
them were raised in 1952-53, but the supplies, the witness stated, started 
materialising in 1954 and the entire supplies were completed by 1957 only.

4.23. The. witness added that by that time the ships had become too 
old and a decision had been taken to scrap them as a result of which the'



spares were not put to any use. When the order were placed in 1952, it 
-'was expected that the ships would be in commissiOD for quite a long time.
It was realised, the witness stated, that the ships would go out of commission 
by the time supplies arrived.

4.24. In reply to a query the witness stated that until recently orders 
were being placed on the British Admiralty, who never indicated imy date 
of delivery. The supplies, the witness added, generally materialised after 
18 months and sometimes it took three to four years.

4.25. The Committee enquired if in the light of that experience, it ■ 
should have been found out whether the supplies would be required or the 
ships would be scraped by that time. The representative of the Ministry 
replied that in 1952 no decision had been taken to scrap the ship. It was 
felt in 1956 that the ships might not remain in service very long. Asked 
whether an effort was made to cancel the indent, the witness replied that 
the Admiralty had already entered into contractual commitments and “we 
could not cancel the indent." When enquired if any communication was 
sent to the Admiralty, the witness stated “It appears we did not write to 
them.” The Committee were informed that the reasons for not writing to 
the Admiralty were that certain items had already arrived by 1954.

4.26. The Committee then asked if the stores had started arriving in 
1954 ai>J a decision was taken in 1956 to scrap the ships, why no stores 
were used during the period of two years. The witness replied that the 
provisioning of spare parts was done on the basis of past experience. It 
was not that ever\' spare part imported would be utilised within a short 
period. Provisioning was for a long time—3 or 4 years requirements. The 
witness added that if it was not done on that basis, it might not be possible 
to get them when required. In regard to the non-utilisation of spares it 
was stated that probably there was no need for them.

4.27. In reply to a querj’. it was stated that a small team was constituted 
in April, 1966, in response to an earlier recommendation of the Committee, 
to go into all the old surplus stores. The witness disclosing that the team 
had examined 17.000 items so far and made recommendations about their 
disposal or retention stated that there was a large number of stores parti-

• culariy Naval Stores, to which no systematic thought had been given as to 
whether they should be held or disposed of. In regard to the items 
mentioned in Audit para, the witness stated that 3 out of them, had been 
included therein. For the rest, it was stated that the Naval Headquarters 
had suggested that since they were not much in number, they might be 
useful for ships which were already in service.

4.28. Asked whether there was any annual review Committee for 
reviewing utilisation of stores, the witness replied that there was a provision
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ing review Committee which indicated the items and their quantity needed 
to be imported or purchased on the basis of past consumption.

4.29. The Committee were informed that normally life of a ship made 
of steel was 20 years, but the ships in question were built in war time and 
were not made of material of the highest specification. It had, therefore, 
to be ascertained if the ship was to be maintained, what would be its main
tenance cost. If it was uneconomical it had to be disposed of. It was 
the crew of the ship who always made out list of repairs required to be 
undertaken. The defect list, the witness said, then went to the Naval 
Headquarters who had to look into not only the money aspect but had also 
to see whether the replacements were available. The witness stated that 
before a decision to scrap a ship was taken a number of factors had to be 
taken into account.

4.30. It was stated, in reply to a query, that out of Rs. 3,59,000 spent 
on the purchase of items, stores worth Rs. 27,000 only were received after
1956.

4.31. In regard to item (iv) mentioned under the audit para, the 
representative of the Ministry stated that provisioning of that item was done 
on the basis of a formula applied by the Army. But when actually the 
material was issued to the ships, it was found that it was not useful for the 
ships. The witness further stated that almost the entire quantity of store 
was issued to the Army in May, 1966. In reply to a query, it was stated 
that question of issuing the stores to the Army was first taken up with the 
Army authorities on 11th September. 1963. The Army authorities inti
mated their intention to take over the stores in December, 1965. After 
laboratory test the stock was delivered to the Army authorities in May.
1966. Some quantity was given to Air Fprce also.

4.32. The Committee regret to note that provisioning for this chemical 
was made on the basis of a formula applied by the Army and this resulted 
in exces^ve provinoniiig. Even though the chemical in question has beeir 
Dtffised by deliveiing the same to Army and Air Force authorities, the 
Coninittee feel that the provishmiiig of such articles should be on the 
basis of estimates of the service concerned.

4.33. Asked when the indent for the Anti-air-craft aiming trainer was 
placed, the witness stated that it was done in 1950 and the trainer was 
received in 1955. Stating reasons for the delay, the witness said that the 
British Admiralty did not give any delivery date. The witness also dis
closed that in the meantime a better trainer of a modem type was indented' 
which was received in 1957 and had been installed. It was added that 
trainer, mntioned in the Audit para, was lying unutilised from 1955..
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Explaining further, the Defence Secretary stated that in 1955 a team hatf 
gone abroad to consider various developments in a particular field. Th& 
team noticed a superior trainer which was thought to be useful for the 
particular task. ITie team on its return recommended that the superior 
trainer might be purchased. The trainer, the witness added, was being 
used since it had been received. At that time, the Defence Secretary stated, 
the work on the trainer indented in 1950, had progressed so far that if the 
Government of India ih»i to cancel the order they would have to pay quite 
a substantial amount of money and got nothing. In view of the above, the 
order was allowed to stand. In reply to a query it was stated that the 
trainer could be used though it was not as good as the one received in
1957.

4.34. The Committee were informed that for the purchase of armament 
and equipment from countries, other than the U.K. a regular contract was 
made and delivery dates were stipulated in the contract itself. For the 
purchases from the U.K. an indent was placed and the supplies were ni- Je 
by the Admiral from its own stocks or it placed orders on the manu
facturer. It was added that it was a legacy from the past and efforts were 
being made to get away from that. In regard to the usual period of delivery 
for the equipment obtained fram other countries, it was added that it 
depended upon the nature of equipment. The Defence Secretary, however, 
added that no naval stores had been purchased from other countries as yet. 
But the delivery of complete equipment from other countries matured within 
a period of one to three years, which was quicker than the time taken by 
Britain.

4.35. The Committee desired to be furnished with a note indicating 
the dates of receipt of equipment/stores listed under the audit para.

4.36. Information supplied by the Ministry is at Appendix V

4.37. Ju^ing from the above cases, the Committee are of the view 
that there are some serious defects in the store provisioning system. In 
respect of flie stores for which indents were raised in 1952-53, the su llies 
were completed by 1957. By the time the supplies materialised some of 
the stores had lost their utility either for the reason fliat the equipment tor 
which they were needed had become obsolete or their requirement had 
disappeared. In another case, the need of the equipment indented in 1950 
did not exist by the time it was received in 1955 because in tlie meantime 
a more modem equipment had been found. The Committee regret to note 
the abnormal delay which takes pbce in provisioning of stores in Navy.

4.38. The Committee desire that to eliminate this regrettable feature, a 
thorough review of tfw procedure should be taken up at once. Tliey feel
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that it is not impossible to imow about tlie life of an equ^ment before tiw 
stores required for its repair etc., are indented. The Conunittee would also 
like Am Govanment to sec that the supplies indented mature early. The 
eiisting procedure of indenting the Naval Stores from U.K. through the 
Adminlty which is a legacy from the past also needs a careful review.

Delay in disposal of a vessel, para 43, pa^es 23-24 ;

4.39. In para 24 of Audit Report, Dcfence Services. 1961 mention was 
made of the injudicious conversion of a surplus vessel into a water boat 
at a cost of Rs. 3.49 lakhs. The vessel which was very sparingly used 
during the two years following its conversion in April, 1958 remained 
completely idle from May, I960 due to heavy hull leakage and frequent 
breakdowns.

4.40. A Board of Survey which was assembled in August, 1961 to 
assess the condition of the vessel declared it as “beyond economical repairs” 
and the Naval Headquarters approached Government in May. 1962 for 
sanctioning its disposal. The Ministry have intimated in January, 1966 
that approval for the disposal of the vessel was given in June, 1963. The 
sanction for its disposal through Director General, Supplies and Disposal 
was, however, issued by Government only in February. 1965, and the 
vessel was sold in April, 1965 for a sum of Rs. 2*7 lakhs. During the 
period May, 1960 to April, 1965 when the vessel was not practically put 
to any use, an expenditure of alx>ut one lakh of rupees, was incurred on 
pay and allowances, crew and maintenance of the craft.

4.41. The representative of the Ministry, at the time of evidence stated 
that the vessel was converted into a water boat for two reasons. One was, 
that the vessel was to undergo normal repairs. The second was, that the 
normal requirements of various ships in the dockyard were not being met 
by the two boats which the dockyard already possessed. The witness stated 
that the decision to convert vessel was not wrong. He added that Rs. 3.59 
lakhs was also not the cost of converting the vessel into a water boat 
entirely, because the normal repairs would have to be carried out in any 
case. It was added that the craft’®' had been used from April, 1958, for 
about two years. From May, 1960, it could not be used as it had started 
leaking. In reply to a query, it was disclosed that the converted boat was 
-even originally expected to serve for 2 to 3 years.

4.42. In regard to the delay involved in the disposal of the vessel the 
representative of the Ministry stated that considerable time elapsed in 
going through various formalities. The witness added that it also took
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time to fix the upset price. That price was to be fixed on the depredated 
value, but the vessel being an old one the r ^ r d  of its o r i^ a l  capital cost 
'was not available. After the upset price was fixed a r^erence was required 

' to be nuule to priority indentors if they had any need for this craft. This 
took time then there was a ban on the disposal of all properties upto 1963.

4.43. Asked when the approval for the disposal was given in June, 
1963 why the sanction was issued only in February, 1965. The witness 
explained in detail the procedure which the matter had to undergo and 
added that they delay was due to the procedure followed.

4.44. In reply to a question, it was stated that though the expenditure 
borne on the establishment had been shown hgainst the vessel in question, 
in fact its entire crew was put to use during the period it remained idle. 
The witness added that the entire strength of the organisation worked as 
a pool and persons not required on one ship were put on other duties. He 
added that probably maintenance expenditure could be called infructuous.

4.45. The Committee desired to be furnished with a note stating how 
and when the crew of the vessel was employed from the date the vessel 
was unfit for utilisation.

. 4.46. Information furnished by the Ministry is at Appendix VI.

4.47; The Committee feel that an expenditure of Rs. 3:49 lakhs <» the 
conversion of a vessel into a water boat for a use of 2-3 years was 
injodidoiis. They idso feel that it is not proper to show In accomls the 
cxpendttnre on a crew of a vessel which Is no more in use. The day flie 
crew was wldidrawn from the vessel, expaiditor on its pay and allowances 
ctc. sbonld have been shown nnder the head to which flieir services had been 
transferred.
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DEFENCE FACTORIES AND INSTALLATIONS 

Delay in execution of a project—Para 6, page 4.

For the production of an item of explosive, a plant with a capacity o f ' 
25 short tons per month was purchased from a foreign firm in March, 1962 
and installed in a factory. In August, 1963 Government decided to increase 
the production to 75 ^ort tons per month and a contract was concluded 
in December, 1963 by the EMrcctor General, Supplies and Disposals with 
the foreign firm for the additional plant required.

5.2. One of the considerations for augmenting the production was that 
the increased production, which was expected to commence by April, 1965, 
by which time all the equipment was required to be delivered, would enable 
the factory to conserve foreign exchange equivalent to Rs. 2-33 lakhs 
(approximately) per month from then. The project could not, however, 
go into production from April, 1965 on account of delays in the receipt 
of plant and also in the construction of the required buildings. Only 428 
consignments out of 437 had been received till January, 1966. The 
administrative approval for the civil works portion of the project, too, was 
issued only in June, 1965 stipulating completion of the work within 18 
months from the date of handing over of the site. The buildings were not, 
therefore, likt?ly to be ready before the end of 1966.

5.3. Due to this delay, the expected saving in foreign exchange at Rs. 
2.38 lakhs per month from April, 1965 had not materialised and the ex
plosive continued to be imported.

5.4. The Committee were informed by Audit that the necessity for 
expansicHi was felt even in early 1963 and the foreign firm which had 
supplied the plant with a capacity of 25 sihort tons had made an offer for 
supply of equipment for the expansion plant and this offer was open upto- 
1st April, 1963. But the necessity of the project was still being consider
ed by the Ministry of Defence in consultation with the Ministry of Hnance 
between April and August, 1963. The Committee desired to know on what 
basis the firm made the offer for the supply of the equipment before April,
1963. The representative of the Ministry (Secretary, Defence Produc
tion) soui^t at the outset to make an amendiAent in the number of packa
ges referred to in the Audit para. He stated that out of 442 packages, 
441 ihad already been deqntched and the remaining one was to be sent 
shordy. Out of these, 437 packages were in hand and 5 were misaqg..

V
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5.5. As regards die order oi the firm wliidi was open upto 1st April,
1963 the witness stated that the Directs General Ordnance Factories had 
a (£scussion with a representative of the foreign firm and had suggested 
that he might obtain a balancing plant for Bhandara in order to increase 
the capacity of nitro cellulose to 75 tons per month. The offer of the 
firm was received in December, 1962 and it was open upto 1st April, 1963. 
The D.G.O.F. had to get his own proposal processed through various stages 
according to the procedure laid down in this connection and the proposal 
was finally accepted in August, 1963. Therefore, the offer of the firm which 
was open upto 1st April, 1963 did not apply. After the Government sanc
tion was issued the D.G.S. & D. was asked to request the firm to extend the 
offer that they had made originally. As a result of the efforts made, the 
foreign exchange component substantially decreased though there was in
crease in price. Price quoted by the firm upto 1st April, 1963 was Rs. 40'2 
lakhs out of which Rs. 38*19 lakhs was the foreign exchange component 
and the price which the firm finally asked for was Rs. 41'44 lakhs and the 
foreign exchange component was reduced to Rs. 37-3 lakhs. In reply to 
a question, the witness stated that the D.G.O.F. had not been able to ask 
the firm to keep their offer open for a longer time as he was busy with 20 
major projects at that time.

5.6. As regards the missing packages, all efforts were being made to 
locate them. The witness added that it was their experience that in depart
mental factories and public sector undertakings the imported items were 
lost in Port Trust or in transhipment by railways. Generally speaking the 
Government packages were not insured. As soon as the report was receiv
ed that the packages were missing, the D.G.O.F. picked up the critical items 
and immediately wrote to D.G.S. & D. for replacement. In reply to a ques
tion, the witness stated that the procedure of getting replacement of a few 
items was not dilatory. The Secretary of the Ministry had the powers of 
sanction up to Rs. 8 lakhs which was sufficient to cover critical items. The 
dilatory part was really the question of getting the items from abroad and 
shipping them. In this case the indent was placed in August, 1963 and the 
contract was concluded in December, 1963.

5.7. In reply to a question, the witness stated that ordinarily when 
critical items were received the Ministry made special arrangements with 
the Embarkation Commandant but when packages were received on 
orders, as in this case, no special arrangements were made and the Em
barkation Commandant had to trace them and forward them. The Em
barkation Commandant had to deal with a large number of packages and 
once the packages were lost it was very difficult to trace them except when 
these were lost in the Warehouse of the Embarkation Commandant.

•

5.8. The Committee desired to know whether the Ministry had made 
any arrangement for the import of plant and madunery in such a way that
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die taiget date fixed frar it could be achieved or whether tiie machinery 
was received after the target date. The witness stated that under tbe 
a^eemmt die firm agreed to supply machinery in 8 to 16 months, i.e. 8 
months later and finish it 16 months later after the first payment was made. 
The first payment was made in February, 1964. So the firm should have 
commenced i:he supply in October, 1964 and completed it in June, 1965. 
It was however, the experience tihe Ministry that despite the undertaking 
S^ven by the firm in the agreement, the machinery was taking longer time 
to arrive. The Committee pointed out that the whole civil works was ex
pected to be commissioned by April, 1965 but the Administrative approval 
for civil works was giveti only in June, 1965 i.e. 3 months after the target 
date and desired to know whether the civil works were not undertaken or 
they were going on in anticipation of the approval. The witness conceded 
that it took a considerable time for the civil works to get administrative 
approval and to finalise the programme. In this case, there were delays in 
getting the machineily and in the completion of the civil works as a result 
of which production was delayed. Asked whether the Ministry had con
sidered the question of imposing any penalty on the firm for the delay in 
the delivery of the machines, the witness (representative of the Ministry 
of Supply, Technical Development) stated that as soon as the deliveries 
were completed they would look into the matter and if there was a case 
for liquidated damages, that would certainly be imposed.

5.9. The Committee pointed out that the Ministry had informed Audit 
in January, 1966 that the delay in issuing the Administrative approval for 
civil works was due to:—

(i) tlie inescapable necessity of integrating the expansion with the 
original plant purchased in March, 1962 which was itself in 
stages of erection during the period; and

(ii) detailed discussions between the.army authorities and the firm 
to ensure that the lay out and building specifications were in 
accordance with the statutory regulations covering explosive 
manufacture. The layout and scope of the work could be fina
lised in September, 1964, the apivoximate estimates were fina
lised only in February, 1965, and the administrative approval 
was issued in June, 1965.

5.10. The Committee desired to know whether it was not feasible to 
execute die civil works under the emergency works procedure without wait
ing for die preparation of approximate estimates. The witness stated dial 
the emergency works procedure did not apply to factory buildings. Reply^ 
ing to a question, the witness stated diat it was the effort of the Ministry 
to use the fuD capadty of the production of nitro cellulose in that unit 
That unit as first installed had only tiie capacity of 25 tons per month of 
ratro-ceDulose powder but had the capadty of 75 tons of nitnxellulose.
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S .ll. Hie buildiiig of the new balaDdng jdant had to be constructed 
next door to the first plant. The delays at various stages were because the 
layout of the plant was approved after it was turned down (hike, there 
was prolonged correspondence with the firm in regard to the modifications 
in the layout, and it took time in preparing estimates and getting adminis
trative approvals. He, however, added that In order to have a proper 
planning for the factory, to have proper coordinated layout and lO ensure 
that the expenditure was minimum the bulk of the time taken was necessary.

5.12- Giving the present position, the witness stated that tlie civil works 
were expected to be completed between December, 1966 and March, 1967. 
The erection of plant and machinery was expected to be completed by 
March, 1967 and the full commissioning was expected w.e.f. 1st July, 1967. 
In reply to a question the witness stated that the unit had been started to 
attain self-sufiBdency and to save foreign exchange and as soon as the new 
unit started it would reduce the quantum of import. He added that the 
Ministry had tried their best to start the plant as early as possible, and even 
if the civil works had been completed, the plant and machinery were not 
available.

5.13. The Cominittee regret to find fliat due to various debys at 
different levds the scheme to set op a i^ant for the production of explosives 
with die object of attuning self sniBdency, could not be acliieved in time. 
The following wisatiBiactory features have lieen noticed in tiiis case:—

(i) There was a delay in getting die sciieme ^tproved, as a residt
of which the Government could not avaU of the first <rffer of 
the finn and as a consequence they had to pay higher prices 
for the same supplies from the same firm.

(ii) The LGOF could have taken advantage of the first offer of the
firm by askmg diem to keep it open for some time more 
which was, however not done.

(iii) Even diou^ the dvil work was scheduled to start by April,
1965, the administnitive approval was given only in June,
1965 which indicates that the matter was Indifferently handl
ed.

(iv) There was no proper co-ordimrtion between different anthorifies.
(v) The rate of supply ol maddnery had been far from satisfactory.

5.14. While concedfaig that some tfane is taken in drawbig op and 
■nafishig the plans, tiw Committee do not i^ree widi the contention of flie 
Ministry that the bulk of the time taken in this case was necessary as they 
fed that much of the adndnistrative deby at diffeient levels coidd have 
been easily avoided. As a resnK of d l these, die Comndttee regret to 
Aid tiiat die expected savfaig of Rs. 2-33 takhs per montii hi ioRipi 
eschai^  bom April, 1965 conM not be acUeved.
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5.15. Hie Conmrittee hope Ihat Ae MUbtay woold ensore fhat Ihe 
prcsent target of commissiMiiag the ^ant by lat Jidy, 1967 is not impeded 
owing to fatflier delay or lack of Utiatire. They would abo like to be 
bifomied wfaeflier any actkni was taken to obtain liquidated damages from 
die inn for the dday in the dettrery of die machfaies. «id if sô  with wlat

w

Project for manufacture of a chemicaJ for civil trade—para 7, page 4-

5.16. In February, 1959, Government sanctioned the installation of a 
piant for the indigenous manufacture of a chemical in an ordnance factoiy 
at an estimated cost of Rs. 5.51 lakhs, to meet the requirements of civil 
trade. The programme was to manufacture more than 15 tonnes of the 
chemical per month, resulting in an annual saving of Rs. 13 lakhs m 
fordgn exchange, besides making it possible to utilise the spare capadty

the factory. The project was expected to be completed in August, 
1960.

5-17. The project was, however, completed only in May, 1964, at a 
cost ci Rs. 5.13 lakhs, due to difficulties in the procurement of specialised 
fdant and equipment involved in the project. The production was started 
in September, 1964 but a quantity at only 16 tonnes was produced upto 
January, 1965 for lack of demand from ^  trade. l%e objects of saving 
foreign exchange and of utilising spare capacity of the ordnance factoiy 
had not been substantially achieved till December, 1965.

5.18. The Committee desired to know whether the question of going 
ahead with the project was reviewed in 1962 and what was the posititm 
regarding the acquisition of machinery and progress of civil engineering 
works in 1962. The representative at the Ministry stated that there was 
no question of reviewing the projea in 1962. The Ministry had accepted 
then and they were holding the same view e,ven now that with this ex
penditure, they would be able to save foreign exchange and n’.eet he de
mand which was contbuing. He also stated that certain inaccuracies had 
gone in the Audit para as those were not corrected by the Ministry. The 
balancing plant would enable the factory, when its capacity was fully utilised, 
to produce 20 tons of chemicals (not 15 tonnes') to meet civil or service 
demands. During 1964 as the factory was busy wnth a number of new 
items which though did not interfere with the production, might have 
resulted m neglect in pursuing the question of obtsuning civil orders. 
Several civU orders did not materialise. Certain dvil firms did not Uke 
the chemical because of its colour. He, however, added that the difficulty 
could be surmounted and the factory had obtained a number of orders 
subsequently.* Asked whether the statement in the audit para that produc> 
tion was less for lack of demand from trade was correct, the witness stated



vdiat it was incorrect in the sense that imports of these diemicals were taking 
place; and it was correct in the sense that the civil trade did not go to the 
factory for their orders. If the General Manager of the factory did not 
have so many items in his hands and the factory had been fully utilised 

.perhaps he would have been in a position to know what kind of orders were 
coming in- He also added, “If he (G. M.) had been a little more energetic 
he should have got the orders.” Asked how the Ministry justified tlie ex- 

'penditure on chemicals for civil trade in 1962, the witness stated that the 
Ministry of Commerce and Industry had informed them that they had no 
scheme to produce the chemical and the balancing plant did not interfere 
with defence production. In fact it was advantageous to have balancing 
plants. During peace time when the defence needs went down, the persons 

•could be engaged on this and when the defence needs increased those persons 
could be taken of from the civilian items and put on the defence production. 

' Otherwise, training of personnel took a long time.

5.19. Asked whether the demand for the chemical was still continuing, 
Ifae witness stated that demand for the chemical used largely in paints was 
4here against ^ c h  they had obtained orders and furnished the following 
ifigures ot in^>ort;—

ei

1961-62 Rs. 7 lakhs
1962-63 Rs. 11 lakhs
1963-64 Rs. 13 lakhs
1964-65 Rs. 11 lakhs
1965-66 Rs. 35 lakhs

5.20. He also added that after devaluation and increase in prices the 
'toreign exchange sa>nngs would be larger. Asked whether the Ministry of 
Commerce were asked to stop the import licences for this chemical, the 
witness stated that the Ministry of Commerce had been specifically informed 
about the available capacity of the plant.

5.21. The Conunittee regret to find (hat due to lack of proper irtanmng 
Oe plant for Ae manofactare of die dwmkal whidi was expected to be 
completed in Angost, 1960 coaM be completed only h  May, 1964 after 
die lapse of 4 years. Thus the original expectation of effecting a saving 
■of foreign exchange to the tone of Rs. 13 lakhs per year was frnetrated.

5.22. Hie Committee find from evidence durt even when the cheimcat 
was produced, die needs of (he maifcet were not kept fidly ukview as some 
■dvU firms did not like to pordiase l( because of its coloar. They are dso 
•disappointed to find that when the diemical was being imported to meet



ike i«qiii«wiils «l Ike cMBw popriMkM, <he Gcnenl Manafer dM Mt 
take aagr kritkrtive for tke eariy produdkm of the cbemkal la tke Gorcn- 
nent fadoiy.

5.23. Tke Committee kacdly aeed enqikadskig tkat flie Afiaistiy skoaM 
tty to tone up tke admkdslnlive mackbeiy and satisfy tkemseives, tkat 
tkere is no organisational kMwna wkick m i^  adversdy affect tke fnnc- 
tkHimg of tke plant. Jhiey birtker kope tkat tke Mkiistiy v̂oold niaintaki 
dose liaison with the Mkiistiy of Commerce and effect saving of the mndk 
needed foreign exchange by restricting tiie import of this ckenriad to the 
extent tiw demand can be met ky tiiis facmy.

Creation of excess capacity—Para 8, page 5.

5.24. With a view to augmenting production of an item of store by 4,000 
nos. per month in two shifts of 10 hours each, the installation of a produc
tion iinit in factory ‘A’ at a cost of about Rs. 60 lakhs was sanctioned in 
June and September, 1962. On the basis of an average monthly output of 
625 nos. per bench, seven fully equipped benches were required to achieve 
this increase in production. However, 28 benches (which would provide 
capacity of 17,500 nos- per month) were erected between July, 1963 and 
April, 1964. Eight of them had been fully equipped and the target pro
duction of 4,000 was achieved in August, 1963.

5.25. Though extra capacity was thus created in factory ‘A’, the manu
facture of 1,72,000 nos. of this item out of a quantity of 2,70,000 nos. 
ordered on the factory ‘A’ was off-loaded to another factory ‘B’ during 
February and November, 1964 due to lack of suiScient load in that factory, 
llhis involved an expenditure of Rs. 45,000 approximately on transportation 
of raw material already procured, from factory ‘A’ to factory ‘B’.

5.26. As a result of this diversion certain special purpose machines 
valued at Rs. 3.50 lakhs intended exclusively for the production of the item 
have been rendered idle in factory ‘A’. Notwithstanding this idle capacity 
orders for similar special purpose machines valued at Rs. 1-62 lakhs had 
been placed in June, 1964 and February, 1965.

5.27. Against the existing capacity of 5,000 nos. per month in the eight 
fully equipped benches m factory ‘A*, the average monthly production from 
August, 1963 to July, 1965 was only 2,780 nos. approximately.

5-28. The Committee desired to know when the capacity of the factory 
‘A’ was increased by 17,5000 nos. per month, have the production effected 
was <Hily 4,000. The witness stated that instead ci expanding the capacity 
of the factory ,‘A* the spare capacity at the factory ‘B* was utilised. He 
also added that due to various factors, the demand for this item also had



dropped coasiderably. The witness further added that capacity of 17,500t 
nos. given in the Audit para was not quite correct because (i) it had taken 
only the question of the production of 28ft. supfdy dropping parachutes but; 
it had not taken into account a lot of other equipment which went into the 
production for this item, (ii) it did not take into account a reserve of benches 
wliich had to be kept for maintenance, removal of defects and also as a 
reserve for leave; and (lii) it was based on maximum production. Under 
the stress of emergency, a man produced much larger amount of work than 
when the emergency cooled down-

5.29. Asked how the production of 2780 against the monthly capacity 
of 5000 was justified, the witness stated that actual production was related 
to orders. In 1964, the orders started coming down and towards the end 
of 1964, no overtime was admissible in any of these factories.

5.30. The Committee desired to know why a special plant ordered for 
one of the factories at a cost of Rs. 3.50 lakhs was allowed to remain unuti
lised. After a brief discussion, at the instance of the Committee, the witness 
agreed to furnished detailed note stating the justification for creating the 
excess capacity for the manuafcture of the item and how the surplus special 
purpose machines were proposed to be utilised. The note has been furnish
ed by the- Ministry and is at Appendix VII.

5.31. The Committee find from the note that owing to emergency the 
capacity of the clothing factories had to be augmented and with the fall in 
the demand there had been a corresponding fall in the utility of the mach* 
ines. They also find that even though some machines could be utilised 
quite a number of them are stiO lying nnutilised. The Conunittee hope 
that the Mmistry will endeavour to make the best use of the machines which 
are still lymg idle.

5.32. Tiie Conunittee would liiu to stress that the Ministry sliould try 
to resolve all inaccuracies factoid or otherwise when die draft audit para 
is sent to them and leave no andrignity in regard to facts when the final 
Audit paia b taken np for considerati«» by the Committee..

Injructuous expenditure—Para 9, page 5.

5.33. An expenditure of Rs. 1.31 lakhs was incurred on preparation of 
a project report by a foreign engineer for the setting up of an Integrated 
Alloy and Special Steel Plant at an ordnance factory. The project report 
was given on 15 August, 1961, but Ac project has not been sanctioned.

5.34. The Ministry had intimated in November, 1965 that due to the 
acute shortage of foreign exchange, funds could not be found for setting 
up the project under the Ministry (rf Defence. They had however, added' 
in February, 1966 that the proposal for establishing this plant had been*
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levived and Aat ne^tiations were being held with a foreign Govenunent 
ifor didr assistance in the m a^r.

5.35. The Committee desired to know the estimated requirement of 
D^emce Services for alloy and special steel and to what extent the proposed 
plant would meet the requirement The representative of the Ministry 
stated that the plant was visualised against requirement expected during the 
Third Five Year Plan. In consultation with the Ministry of Steel, it was 
decided that 50,000 toi^ be done by the Defence sector. The civil and 
defence requirements were integrated in the sense that some special require* 
ments of defence might be available from the civil sector and vice versa and 
this coordination was done through the Ministry of Steel. He further added 
that the Ministry of Steel were consulted at a number of stages before the 
foreign engineer was asked to give the project rq>ort.

5.36. Asked why the foreign exchange was not sanctioned, the Com- 
nrittee were informed that ii^Ie in 1960 the hfinistry of Steel welcomed the 
-proposal ai settmg up of the plant, in 1963 the proUem of getting free 
foreign exchange came up. The Ministry of Fmance was of the view that 
if foreign exchange could be obtained thiough credit, they would allow the 
scheme to get throu^. Fmally, it was found that the Consortium and the 
Govt, of Japan who were supportmg the Durgapur plant, could not be press
ed for another capacity in the public sector. So. the iwoject was dropped 
at that stage. In 1963, a mission was sent to Russia but it did not yield 
any result In 1965, the scheme was again projected to die Soviet autho* 
rities* The Soviet authorities informed that they could pve the assistance 
only m 1970 and that the request was to be renewed in 1968. In 1966, 
discussions were held with the Ministry of Steel. Bhilai Steel Plant was 
taking up the requirements of special steel and a review was to be made 
after six months in 1967. If the Steel Plant was able to do the job, the 
Ministry proposed to rcduce their demand and meet it by modernising the 
plant at Kai^ur by setting up an economic unit of about 20,000 tons. 
If on the other hand, the Bhilai Plant failed to produce the requirements, 
the Ministry proposed to pursue the idea of the Alloy Plant

5.37. In reply to a question, the Committee were informed that out of 
the total defence requirement of 2.48.900 tons of special steel, more than 
half was being met from the civil sector i.e. Rourkela, Bhilai. Durgapur, 
Tatas etc. Asked how much foreign exchange the Bhilai Steel Plant would 
be requiring for augmentine their capacity to meet the defence needs, the 
witness stated that the Bhilai Steel Plant would not set up another plant 
Tot this purpose, it was their anticipation that they would be able to do this 
by usinp their present capacity in a diflferent wav and would not require 
l ^ e  additional foreign exchanw. The witne.ss added that it was his im
pression that the production of the spedal steel at Bhilai would only require

M



'diversion oi certain amount of furnace capacity. In re^y to a questioo, 
the witness stated tbat the requirements of special steel in the Fourth Plan 

■was 2,48,9000 tons, while the Ordnance Factories were capable of producing 
4dl types of steel required for defence purposes their capacity was limited 
(0 30,000 tons only. Asked whether it would not be better to have the 
required production capacity in the defence units indep;ndent of other 
public sector units which suffered from lack of co-ordination, the witness 
stated that it was very desirable to do so, but despite efforts it could not 
1)e done during the last seven years. He, however, added that so far as the 
requirements ot Defence were concerned, there had not been any hesitation 
on any body’s part to help-

5.38. The Committee are gbd to note liwt the BidU Steel Plant an 
-aaecesrfldiy meeting some of the defence reqafarements of special steeL 
They would Iflrn to be informed of Ihe results of flie review proposed to 
1w made la 1967, wMh ngaid to Ihe capadtj of Bhilai Steel Plairt to 
prooucc iM spccni nca reqoirra lor oeieiict puiposes ana tw  imai wcishM 
regardBng Oe setfiag op of die intepaied d o y and special ttod ptat at 
the ordnaace factory.
Avoidable extra expenditure in the procurement of an item— Para 13, page 

8:
5.39. An ordnance Depot placed an enmgent indent in Maidi, 1963 

on die Director General, Ordnance Factories for supply July, 1963 of 
3,500 Tow Bars for Shaktiman Trucks. The estimated cost of the item as 
indicated in the indent was Rs. 30 per bar.

5.40. In January, 1964, five months after the stipxdated date of supply, 
(he Director General, Ordnance Factories informed the indeator that the 
item could not be manufactured in the Ordnance Factories and that it 
would be procured from the trade. A contract was concluded by him on 
4 April. 1964 with a private firm in Calcutta for the supply of this item 
at Rs. 162 per bar—delivery to be made at the rate of 400 bars per month 
from six weeks after the receipt of the order.

5.41. By the time the indentor received a copy of the contract, he had 
procured 760 bars locally to meet urgent requirements at prices varying 
from Rs. 67 to 93 per bar. The indentor, therefore, asked the Director 
General, Ordnance Factories on 2 May, 1964 to cancel the order as the 
contract price of Rs. 162 wax exorbitant compared with the highest price 
of Rs- 93 per bar at which the stores had been purchased locallv. The 
latter, however, expressed his inability to cancel the order, as the firm had 
already deposited the security deposit and also procured the material re
quired for the entire order.

5.42. Due to lack of proper co-ordination between the Director Generd, 
Ordnance Factories and the Depot authorities, an extra expenditure of
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Rs. 2.18 lakhs had already been, incuned on 3,165 ban and a farther 
extra expenditure of Rs. 023  lakh was likely to be incurred on the re
maining 335 bars that were yet to be supplied against this contract.

543. The Committee desired to know whether the D.O.O.F. had as
certained from the indentor while placing the order in April, 1964, that 
they still required the total quantity of 3,500 bars as the indent was an 
emergent one and the indentor desired supply by July, 1963. The re
presentative of the Ministry stated that the D.G.O.F. tried to get it made in 
(»e of his own factories even though it was a new item, and when he 
failed, he floated the tender. He added that there was no need for the 
D.G.O F. to have gone to the indentor to find out whether they would 
still require the items because if they did not require the items they 
would have cancelled the indent and the indent had not been cancclled. 
He, however, agreed that the D.G.O.F. could have made a reference to 
the indentor with regard to the difference in prices- As regards the basis 
for fixing the price of Rs. 30 per bar, the witness stated that it was a 
new item and there was no previous price reference for this item. The 
officer in the Head Office fixed it on the basis of an old vocabulary price. 
The price was ridiculously low for a tow bar because even the local pur
chases were made at Rs. 93 per bar. To this the Committee pointed out 
tliat the tender price of Rs. 162 was equally ridiculous because the local 
price ranged from Rs. 67 to Rs. 93 per bar- The Committee were in
formed that the tender price was the lowest among the 12 tenders offered. 
Asked whether the Ministry did not think that some system should be 
introduced where some consultation or a reference was made to the indentor 
where there was a lot of variation in the price indicated on the indent and 
the actual quotations that were received, the witness stated that as in the 
D.G.S.&D., the D.G.O.F. was put under a restriction that if the price 
given on the indent exceeded by more than two-thirds, he must make a 
reference back to the indentor. The restrictions were on an “experimental 
basis”, because the D.G.O-F. was of the opinion that the restrictions might 
cause delays on operational indents. After some experience the matter 
was to be reviewed. Asked about the nature of correspondence exchanged 
between the purchasing agency and the supplier, with a wew to cancelting 
the order, the witness stated that on 3rd May, 1964 the D.G.O.F. received 
a telegram from the indentor asking for a suspension of procurement. 
The D.G.O.F. on receipt of the telegram contacted the firm. The firm 
Wrote on 6th May, i964 that they had procured all the materials needed 
for the manufacture of the total number of tow bars ordered and 50 bars 
were ready for inspection. The subsequent deliveries made by the firm 
proved that what the firm had stated. The witness added that the D.G-O.F. 
could not have done anything but to cancel the order and suffer the loss. 
Asked why the D.G.O.F. did not cancel the ordfcr and took over the raw



anateiial. tfie witness stated that probaUy tbe D.G.O.F, did not do it b»* 
•cause he had found that he could not find capadty to make tow bars ia 
•the ordnance factories and that would have amounted to infructuous ex> 
penditure. Asked why the purchase was not made throagh the O.G.S. St 
D., the witness stated that actually the present position was that the D.G.O.F. 
under the powers delegated to him, ordinarily placed orders direct on civil 
trade, where it was a part of an equipment which he was making to avoid 
-chasing different authorities for the same equipment. If a similar occasion 
arose again, the D.G.O.F. should refer back to the indentor to get it through 
the D.G.S. & D.

5.44. The Committee cannot resist the feeling that with a little initialive 
on the part of the D.G.O.F. much of the infructuous expenditure involved in 
dds case could have been avoided., They do not find any justification foe 
the plea put forward by the Ministry that there was no need for the D.G.O.F. 
to find oat from the indentor as to whether he needed the supply event 
diough the tender price was Rs. 162 as against Rs. 30 which was tiw 
estimated cost merely because the ordnance factory had not cancelled 
the order. Moreover, in this case while the indentor wanted the supplies to 
be made by July, 1963, the contract was concluded in April, 1964 wldit. 
a private firm and even at that stage flie D.G.O.F. did not ascertun flie 
a private firm and even at that stage the D.G.O.F. did not ascertain the 
the estimated cost of the tow was calcnbted viithoat oiy proper assessment 
of tbe production cost or the prevailing price of the item.

5.45. The Committee are, however, glad to note that the Minbtry have 
Issued uistmctions fai December, 1965 whereby flie D.G.O.F. should make 
a reference to the mdentor where the price variation was substantial.

Unfruitful expenditure in the purchase of a Machine—Para 14. Pages 8.9.
5.46. An automatic machinc for the manufacture of a component item 

for Boots ankle was purchased at a cost of Rs. 46,248 and installed 
in an Ordnance Factory in November. 1962. A sum of Rs. 6,350 was also 
spent for purchasing spares and manufacturing tools for the madiine.

5.47. The performance of the machine was not satisfactory. Against 
its rated output of 5,000 lbs. per month, only 688 lbs. per month, on an 
average, could be manufactured during the period November, 1962 to 
August, 1963. The production capacity of the machine had been verified 
hy the Inspecting Officer when the machine was inspected at the time of 
pur^ase. According to the suppliers whose representative had inspected 
the woricing of the machine in the ftictory, the poor o u ^  w m  caused b y  
■flie wrong operation and handling of the machine. The machine had bees 
'Oot of commission since September, 1963 and the defects ha# not yet been 
fectified tm Oetdber, 1965. In the meantime, the Services’ demands were
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bdng met maioly by purchases from the trade et high lateft vaiying firoiit: 
Rs. 2.25 to 4.50 per lb. against the average factory production cost of 
Rs. U O  per lb. with the help of this automatic maclunc. The total value; 
ot such purchases during 1963-64 amounted to Rs. 9.19 lalclM approximately.

5.48. The Committee were informed by Audit that the capacity of the 
machine had been verified by the Inspecting Officer of the India Su0 >ly 
Mission, London at the time of purchase. According to the representative 
c i the supplier, who had inspected the working of the machine in the 
factory, the poor output was caused by the wrong operation and handling 
of the machine. Asked wiiether the Ministry agreed with the views of sup
plier, the representative of the Ministry replied in the negative and stated 
that even after correcting the defects pointed out by the suppliers, the 
machine did not work.

5.49. According to a warranty clause, the complaints had to be reported' 
within 12 months and this the Ministry had done. The Ministry had been, 
chasing the supplier from the time the defects had come to light. More 
than once, the representatives of the firm had come and inspected the 
machine. An*fexpert of the firm was expected to arrive in November, 1966 
to give final advice. The question of replacement of the machine would 
be decided after the arrival of the expert. The plant at present was not 
working. In reply to a question the Committee were informed that the 
Inspecting Officer had taken a trial run and he had done all that was needed 
while buying a new machine and the defects had not come out then. He 
had also furnished a certificate in this connection.

5.50. Hie Committee are dbappointed to find that the automatic 
purchased ia 1962 for the mannfactore of a component hem for

boots ankle went out of commission in 1963 after functioning only for 
9 months and dming all these years the Government had to continue tiie 
purchase of thfe item from flie trade incurring a lot of expenditure imncii 
of which could have been avoided. They are not fully mtfefied that the 
trftial inspectioo done at flie tfane of parchasbig flie machine was thoroudi 
as: (i) the machhie failed since the beginning to produce its rated ontnut; and 
(ID it went out of order so soon. They wanld, flierefore, urge the Mhiistry 
to examine furOer whether tfie inspecting officer had pot the machine to all 
die prescribed and proper tests before accepting it.

5.51. II is d m  beyoad the coaprfhemloB of the Commiltee whjr Ihfr 
MWMiy coaid not for ■ vepboeaMBt of Ike m k Mm  ivlWB it was bdow



ill ezpectad pnfomianceir They do not abo appreciate Ote caanal way is. 
whk^ die qaestioa of r^ a ir  of the macUiie is bebg attended to. They 
hope lhat Mnistiy wooM take grealer inifiathre and setlie the mattei* 
before

Extra expenditure on the purchase of a store—para 15, page 9:

5.52. The fdlowing quotations were received in response to an enquiry 
from the Director General, Ordnance Factories in November, 1962 for thcs 
supply of spring assemblies for Shaktiman Trucks:—

Firm ‘A’ .......................................................Rs. 580 per set.
Firm ‘B’ .......................................................Rs. 720 per set..
Firm ‘C’ . .............................................. Rs. 760 per set.

5.53. Since firm ‘A’ required an import licence for the raw material, the. 
second lowest quotation of Rs. 720 per set was accepted, and an order, 
placed on firm ‘B’ in January, 1963 for the supply of 500 sets.

5.54. Later, however, revised quotations as indicated below were also? 
received from firms ‘A’ and ‘B’ on 20 March, 1963 and 21 June, 1963 
respectively for stores to certain revised specification which had been re
commended by the Vehicles Inspectorate in October, 1961;—

Firm ‘A’ .......................................................608 per set
Firm ‘B’ ..............................................Rs. 900 per set.

5.55. Director General, Ordnance Factories also invited tenders for a 
second time on 21 October, 1963 for stores to the revised specification when 
firm ‘C’ quoted its original rate of Rs. 760 per set. Thus firm ‘A’ quoted 
only Rs. 28 per set more for sets with the revised specification, and firm 
‘C  offered to give them at the same price as before. These two offers 
were, however, not considered because firm ‘A’ again required an import 
licence while firm ‘C  did not have facQities to manufacture the sets by 
a special process recommended by the Director of Vehicles. The rate o f’ 
Rs. 720 in the order placed on firm ‘B’ was, therefore, increased in' 
November, 1963 by Rs. 180 per set for supply of stores to the revised- 
specification and the quantity was also increased from 500 to 1,000 sets.

5.56. It has been worked out that production of the sets in an Ordnance - 
Factory to the revised specification would have increased their cost by only 
Rs. 37 per set. Thus, for the revision in specification the firm ‘B’ was paid' 
Rs. 143 (Rs. 180 — Rs. 37) per set more than what the change would 
have cost in the Ordnance Factory. On this basis the extra cost to» 
Government is Rs. 8.44 lakhs on 5,903 sets supjdied:
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5.57. The Committee desired to know how the etxmct specifications 
•escaped the notice of the‘D.G.O.P. when he issued the tender enquiry in 
'November, 1962. The representative of the Ministry stated that there was 
•a misunderstanding about the interpretation of the letter of 31st October, 
1961 regarding specifications from the Vehicles Inspectorate. The M inistry 
could not convey the correct impression to the Audit as they themselves 
were misled 1^ a reference in a letter of Februaiy, 1963, that the letter 
31st October, 1961 really represented the revised ^cifications. But the 
letter of 31st October, 1961 did not represent the revised specifications. The 

.position was that there were nearly 42 leaves in these springs. Because 
it was found that the production in the ordnance factory was not upto the 
standard without the shot-peening procedure the machine for which was 
not available in the ordnance factory, these leaves were being made with 
Chrome-vanadium. The letter of 31st October, 1961 was only addressed to 
the Inspector of the Ordnance Factory, Kanpur to make tests in a special 
way because there was the special method that the ordnance factory was 
following, namely changing 8 leaves into Chrome-vanadium. The letter 
of February, 1963 which laid down the revised specifications required a 
spring to consist of 14 leaves of Chrome-vanadium and shot-peening. Wlhen 
this letter was received by the D.G.O.F., he cancelled the first order and 
re-tendered on the revised specifications.

5.58. As regards the comparative position of the firms, the witness 
added that firm ‘B’ and firm ‘C  were the two firms which had the special 
alnlity to manufacture the springs. Firm ‘A’ was a small scale industry. 
The D.G.O.F. preferred the firm ‘B’, because they had higher capability, and 
even thou^ they required some imported items they had a stock of these 
items and in fact they had an import licence too. As against this, the 
firm ‘A’ whose offer was rejected, had to depend on imports for which they 
had to apfHoach the Director of Industries and the import procedure being 
cumbersome, it took a long time to get imported material, and it was the 
assessment of D.G.O.F. that the India Leaf was not capable of producing 
the number of springs required. In rejriy to a question, the witness stated 
that the firm ‘A’ did not mention the quantity it was expected to import nor 
■did the Ministry enquire about it. When the Committee pointed out that 
a re-tendering indicated that the need was not very urgent and the D.G.O.F. 
could have waited for some time, the witness stated that it was not so, 
because without' these springs neither, the Shaktiman trucks could be 
manufactured nor the spares could be provided^ As a result of the first 
tender the D.G.O.F. had placed an order on Firm ‘B’ for 500 sets on 16lh 
Januaiy, 1963, and another order on firm ‘A* for 300 sets in July, 1963.

5.59. The fins ‘A* sobmitted a sample in O c t< ^ , 1964, which was 
itjected. The revised sample was submitted in Fdmuffy, 1965 whicii was
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accepted in March, 1965. The firm commenced supplying the orders from 
September, 1965 and completed it in November, 1965. Asked whether the 
supplies were found to be all right, the witness stated that these were yet to 
be tried. As regards the time taken by the other firm (Firm‘B’) to supply 
the sets, the Committee were informed that the original order for 500 sets 
was placed on them on the 16th January, 1963 on the old specification and 
the revised supply order was placed on 28th November. 1963 for 1000 sets. 
The firm was already aware that they would get a minimum order of 500 
sets because it was only a change in the specification and they had already 
produced silico manganese and dirome-vanadium leaves and it was just 
a qusetion of putting them together. This firm started making supplies 
in October, 1963 and completed aTI the supplies by April, 1965. He furdier 
stated that in addition to 1000 sets, the firm had also supplied 750 sets of 
Shaktimain spring assemblies and more than 50.000 loose leaves as spares 
against order placed in June. 1964 for delivery by April, 1965 ?md total 
supplies made by the firm upto April, 1965 was 1750 sets and 50,000 loose 
leaves of spares. The Committee desired to be furnished with a statement 
indicating—

(i) the dates of delivery laid down in the order placed in November.
1963 and to what extent supplies were made within the period 
of delivery.

Cii) the quantity of store (a) for which tenders were called for in 
October. 1963; (b) for which order was placed in November, 
1963; and (c) actually supplied by the firm and whv no fresh 
quotations were called for. for the increased requirements to 
obtain competitive prices; and

(iii) what was the latest cost of production of the store to the revised 
specification in the ordnance factories.

The note furnished by the Ministry is at Appendix VIII.

5.60. The Committee find from tiie note and the evidence tenderadi 
before them fliat tiie Mniistry were guided menfy the following conai- 
derations to reject the offer of the firm *A’ though their tender was the 
lowest;—

(i) it was a new firm comintK in the line and not home on tte booio
of the Director General of Technical Devdopment;

(ii) tt belonged to Small Scale Indostries gronp and so wooM not be
aUe to obtain easfly import qnota for raw materids Urom the 
Iron and Steel Controller; and

(iii) tt was the assessment off the D.G.O.F. Oat the fim had not the
aUUty to supply the material in tine and also to the Wfdn i  
technicd specificallow.

2534(Aii) L.S.—7.
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5.61. Hie Committee Hurt aierely on diese assumptions tiw D.G.OJ*. 
slMNild M t liave placed tiie oider on firm *B* wliose rates were 25% iiigiier. 
As tte  mtes quoted by Hw firml *A* were Hie lowest, tiiey slioald liaye been 
given tlK order to enable them to execute It In time and thereby help Hie 
Vfowlli of SmaU Scale Industries ateo.

5.62. The Committee are also disappointed to learn that against the first 
. order of- 500 sets placed with firm *B’ to be delivered by 30>11-1963, only
230 sets were delivered upto Novembor, 1963 and against the second order 
of 500 se|9 to be delivered by 31-1-1964, extension of the delivery period 
was granted upto the 31st October, 1964 and that the full supply of 1000 
sets -was completed by October, 1964 only. They are of the view that if 
such concessions were granted to the firm ‘A’ perhaps they could have 
si^plied the sets by October, 1964 which would have saved much of the 
czm  ezpenffiture incmred by the Goverament on these sets.

R. R. MORARKA.
N ew  D e l h i; Chairman,

January 28, 1967. Public Accounts Committee.
Magha 8, 1888(^.



Notes showing reasons for excess over voted grants disclosed in Appropria
tion Accounts of Defence Services for the year 1964-65 under Grants 
Nos. 5 arul 6.

(Vide para 1-12 of this Report)

R egularisation of the Excess over Voted G rant disclosed in the 
A ppropriation A ccounts of the D efence Services foR'The year 
1964-65 under G rant N o . 5— Defence Services, E ffective— N̂avy.

Grant No. 5.—^Defence Services, Effective—Navy

Voted G r a n t ...................................................... 23,14,50,000

Actual E x p e n d itu re ..............................................23,93,59,518
Net E x c e s s ....................................................... 79>09,5i8

APPENDIX I

2. The details of the net excess by various Sub-Heads of Accounts of 
the Grant are indicated below:—

(In lakhs of Rs.)

Sub-Head of Account Original
Grant

Final
Grant

Actual
Expendi

ture

Variation

columns 
3 & 4

I 2 3 4 5

A— P̂ay & Allowances of the 
Navy 585 00 585-00 588-61 (+)3-6 i

B— P̂ay & Allowances of 
Reservists 5-00 5*50 5*37 (—)0-i3

0 —Pay & allowances of 
Qvilians 465-00 465-00 464-90 (—)o-io

D—Transportation and 
Miscellaneous 162*00 166-35 175-25 (+ )8 -9 o
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I 2 3 4 5

E— Expenditure on Stores 591*00 591-00 664*62 (+ )73*62

F — ^Expenditure on Works 
(other than Capital projects) 
Maintenance etc. 1901*00 195*56 189*41 (— )6*I5

G— Charges in England 316-50 305*56 304*90 (-)o*66

H — Loss or Gain by Exchange 0*53 0*53 ••

T otal 2314-50 2314*50 2393*59 (+ )79*09

3. It would be seen from the above thai the net excess of Rs. 79.09 
lakhs has occurred mainly under Sub-Head ‘E’ (Rs. 73.62 lakhs) and to 
a lesser extent under Sub-Head ‘A’ (Rs. 3.61 lakhs) and Sub-Head ‘D’ 
(Rs. 8.90 lakhs). The important factors responsible for the excess under 
these Sub-Heads are briefly indicated below:—

Sub-Head 'A' (-1-) Rs. 3.61 lakhs.

The following factors were primarily responsible for the excess under 
this Sub-Head:

(1) More expenditure than anticipated was incurred by way of 
payment of money in lieu of Rations to sailors on leave; and

(2) Expenditure on account of Additional Dearness Allowance 
sanctioned during the course of the year could not be estimated 
veiy accurately.

Sub-Head ‘IT ( - f ) Rs. 8.90 lakhs.

The excess under this Sub-Head was mainly under ‘‘Passage & Convey
ance of PersMmel”. This excess is attributable to the fact that the move
ment of personnel/stores is an uncertain factor depending as it does on the 
requirements of the service from time to time. The uncertainty regarding 
the raising of debits in respect of movements of personnel/stores by Rail 
also makes it difficult to assess the expenditure very accuratdy.

Sub-Head ’£ • { + )  Rs. 73.62 lakhs.

1 . Armament Stores ( - f)  Rs. 30.59 lakhs.

The excess under this item was caused by supply of armament stores 
thtpufji DGOF materialising to a larger extent than antidpated.



2. Customs Duty ( - f ) Rs. 37.62 lakhs.

The excess under this item is accounted for by the fact that in 
respect of the previous year (1963-64) were booked to the accounts of 
1964-65. As these were booked only in the March (Final) and Mardi 
(Supplementary) accounts, the expenditure could not be anticipated.

3. Aircraft (-j-) Rs. 14.50 lakhs.

The position in regard to the excess in respect of ‘Aircraft’ is as 
follows:—

‘'An amount of Rs, 20.00 lakhs had been catered for in the Revised 
Estimates for 1964-65 to provide for payment on account of 
Alouette Helicopters to be supplied to tihe Navy by lAF. Two 
Helicopter’s were taken over the Navy in June, 1964 and 
the relative receipt voucher was forwarded to Controller of 
Defence Accounts (Navy) for adjustment. As the amount 
was not adjusted against the relevant budget provision until 
March, 1965, it was presumed that adjustment was not likely 
to be made before the close of the year and the provision made 
for the purpose in the Budget was deleted from t.he modified 
appropriation. The adjustment was, however, carried out by 
Controller of Defence Accounts (Navy) in the March (Supple
mentary) accounts by which time it was too late to provide 
for the expenditure in the final estimates for that year”.

4. The above excesses under Sub-Head ‘£ ’ totalling Rs. 82.71 lakhs 
were partly set off by minor savings under other items of stores thus briqg- 
ing the net excess under the Sub-Head to Rs. 73.62 laldis.

5. In order to avoid recurrence of such variations from the voted Grant, 
reviews of the Budget are carried out from time to time and all efforts are 
being made to ensure that estimates are framed as realistically as possible.

6. The excess of Rs. 79.09 lakhs is 3.4 per cent of the Final Grant. In 
the circumstances explained above, it is requested that the excess may be 
recommended for regularisation by Parliament under Artide 115 of the 
Constitution.

Sd/- 
N. D. BUCH, 

Joint Secretary.

(U. of D. u.o. No. F.5(3) /66/D(N-l), dated the 5th October, 1966.)
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R egularisation of E xcess over Voted Grant for the Y ear 1964-65 
UNDER G rant No. 6— A ir F orce.

ITic following table shows the sanctioned Grant, actual expenditure 
and excess over the sanctioned Grant under Grant No. 6—Air Force during
1964-65.

Original Grant 
Supplementary Grant

Acttial Expenditure 
Net excess

Rs. 124,61,00,000 

Rs. 2,95.70>ooo

Rs. 127,56,70,000

Rs. 128,94,72,744 
Rs. 1,38,02,744*

•Does not include Rs. 667,826 erroneously booked under Grant 113- 
Defence Capital' Outlay.

2. The details of the exp>enditure under various Sub-Heads of the Grant 
together with the excess/saving undereach Sub-Head are indicated below:—

Difference
between

Head of Account Final
Grant

Actual
Expdr.

Final Grant 
& Actual ex
penditure.

(In lakhs of rupees).

A. Pay and Allowances of Air Force
Personnel . . . . 22,11*00 21,60-98 (—)50-02

B. Pay & Allowances of Reservists 
& Auxiliary Services 0-52 0-30 (—)o-22

C. Pay& Allowances of Civilians 6,42*00 6,29-34 ( - ) i 2-66
D. Transportation & Misc. • 5,84-00 5,80-90 (—)3-io
£. Expenditure on Stores 74.63*18 77,10-95 (+)2,47-77
F. Expenditure on Works (Other 

than Capital Projects), Main
tenance etc. . . . ' 7,70-00 7»26-7I (—;43*29

G. Charges in England 10,84-11 10,83-66 (—)o-45
H. Loss or Gain by Exchange 1-89 1-89 •  •

T otal 1,27,56-70 1,28,94-73* -l-i,38-03



*Does not include Rs. 6.68 lakhs enoneously booked through over
sight under Grant 113-Defence CajMtal Outlay. Payment of 
this amount was to be made on account of arrears of licence 
fee to a firm on behalf of the UAL (Kaiqwr Division) whicih 
was in a formative stage. Although the amoimt was recover
able from the HAL, initial budgetary provisi(Mi was inadver
tently not made. The amount has since been recovered and 
adjusted under “Receipts” during 1965-66.

3. It would be seen that an excess of Rs. 2.48 crores under Sub-Head 
‘E’ has been counterbalanced partly by savings under Sub-Heads A (0.50 
crore), C(0.13 crore) and F(0.43 crore) and minor savings under other 
Sub-Heads resulting in a net excess of Rs. 1.38 crores. The main reasons 
for the excess and savings are detailed below:—̂

Sub-Head 'A'—Pay and Allowances of Air Force Personnel— (Saving of
Rs. 50 lakhs)

There was a small saving of Rs. 50 lakhs from the final grant of 
Rs. 2211 lakhs. This was due to less expenditure than anticipated,' The 
estimates were based on the trend of actuals keeping in view larger adjust
ments during the closing phase of the annual accounts, which however did 
not fully materialise. Saving was also partly due to less actual strength 
than that anticipated at the time of the review. There was less expenditure 
on Living out ration allowance as more Airmen than estimated lived with 
units resulting in more expenditure on provisions as explained under Sub- 
Head ‘E’.

Sub-Head ‘C — Pay and Allowances of Civilians— (Saving of Rs. 13 lakhs)

There was a small saving of Rs. 13 lakhs from the final grant Rs. 642 
lakhs. This was due to less expenditure than anticipated. The estimates 
were based on the trend of actuals, keeping in view larger adjustments 
during the closing phase of the annual accounts, which however did not 
materialise.

Sub-Head —Expenditure on Stores— (Excess of Rs. 2.48 crores)

The reasons for the main items of variations are given below:—

(i) Excess over the estimates of Rs. 112 lakhs on aircraft, en^nes etc., 
was mainly due to payments to HAL/ISM, London for procurement of 
aircraft and engines (Rs. 34 lakhs) and larger materialisation and adjust
ment of Rs, 78 lakhs on account of certain aircraft spares received during
1965-66 but were adjustable against the accounts for 1964-65. At the time 
the Modified Appropriations were finalised, no provision was mide for these 
items as it was not clear whether the shipments would be made before 31st
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Mardi, 1965. It however transpired that tiie stores were actually shipped 
in March, 1965 and the cost was required to be adjusted during the year 
1964-65.

(u) Excess expenditure of Rs. 29 lakhs also arose on account of over
haul charges of Aircraft/engines relating to previous years payments for 
whidi were due to HAL, Bangalore, but provision for w hi^ was not made 
due to oversight. No liaWlity register in respect of overhaul/repairs, 
through the H.A.L. is maintained by Government, but budget provision is 
made in consultation with H.AX.

(iii) Issues of aircraft/stores to the Navy from Air Force sources are 
compilable as deductions of expenditure under Air Force and the expected 
adjustments for two items detailed below did not materialise before the 
closing of the accounts of the year resulting in excess of Rs. 14 lakhs:—

(a) Non-adjustment of credit of Rs. 4 lakhs on account of an 
aircraft issued to the Navy.

(b) N<m-issue of an aircraft and engine of the value of Rs. 10 lakhs.

(iv) Excess expenditure of Rs. 50 lakhs under ‘Provisions’ attributable 
to larger consumption of rations than estimated and increased procurement 
cost of fresh supplies such as meat, chicken, milk, vegetables etc. The 
excess could not be anticipated at 'i{he time of finalisation of the Modified 
Appropriations as more than 50% of the total expenditure was adjusted 
after March 1965 (i>. March (P), March (Intermediary), March (Final), 
Maroh (Supplementaiy) and March (Supplementaiy-Corrections), Larger 
consumption of rations had arisen due to a larger proportion of Airmen 
than estimated having lived with units.

(v) Excess expenditure over the estimates under POL to the extent of 
Rs. 85 fakh* was due to greater flying effort than anticipated and levy of 
increased Excise Duty for the supidies drawn in March, 1965. The excess 
on account of increase in Excise Duty is estimated at Rs. 14 lakhs.

(vi) Excess expenditure of Rs. 4 lakhs oa account of larger materialisa- 
ti<Mi of aviation stores.

(vii) The excesses detailed above weve partly counterbalanced short
falls in expenditure:—

(a) Due to non-adjustment of certain invoices for equipment 
received during 1964-65 in that year’s account as well as less 
adjustment on account of stores issued by the Ordnance 
Factories (Rs. 20 lakhs)

and
(b) shortfall under MisceUaneous stores due to non-materialisation 

of stores (27 lakhs).
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Sub-Head ‘F’—Expenditure on Works {other than capital projects'). 
Maintenance, etc. {Saving of Rs. 43 lakhs)

The saving was mainly due to:

(a) Less expenditure on departmental charges (Rs. 20 lakjis) due 
to non-completion of certain ‘capital' and ‘maintenance’ works;

(b) Less expenditure by about Rs. 10 lakhs on major operational 
works/minor works which could not be completed as antici
pated and minor works for which actual payments fell short of 
the estimates;

(cj General charges of Rs. 7 lakhs—The shortfall was due to non
receipt of debits/bills/ID schedules from various authorities; 
and

(d) the shortfall (Rs. 6 lakhs) on maintenance of buildings, com
munications and furniture etc., was due to less amount paid 
than anticipated.

4. The excess of Rs. 1,44,70,570 including the erroneous booking of 
Rs. 6,67,826 referred to in para 1, above wrongly booked under Grant No. 
113, Defence Capital Outlay, requires regularisation under Article 115 of 
the Constitution of India.

Large savings had occurre»d in the past in the Grants voted for Air 
Force. Details for 1960-61, 1961-62 and 1962-63 are shown below:—

99

Percentage
Year Original

Grant
Final
Grant

Actuals Savings of
Savings

(/« crores of Rupees)

1960-61 62 69 6269 53-19 9-50 15-15

1961-62 62-93 62-93 54-08 8.85 14-06

1962-63 79-91 87-91 77-88 10-03 11-41

Details for 1963-64 ihave not been furnished as the Demands for that 
year were combined for all the three Services due to Emergency.

Conadering the magnitude of the savings in the past years, tiie standards 
of budgetary control were improved. The excess of Rs. 1,44,70,570 which



has occurred in the Grant for 1964-65 works on to only 1.13 per cent as 
agunst savings of 11 to 15 per cent in the previous years.

In the circumstances explained above, it is requested that the excess 
may be recommended for regularisation by Parliament.

D.A.D.S. has seen.
Sd/.

M. M. SEN, 
Joint Secretary (Air), 

8th October, 1966.
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(Vide Para 2.63 of this Report)
MINISTRY OF DEFENCE

Statement indicating number of gliders out of 65 gliders which were in 
use, lying idle or had been disposed of, and reasons for their non-use and 
how they were proposed to be utilized.

Out of the 57 gliders manufactured at Aircraft Manufacturing Depot, 
Kanpur, 46 only were despatched till 30-9-1966. The balance are await
ing incorporation of mandatory modifications and replacement of instru
ments rejected by inspection as intimated by the Department of Defence 
Production. Out of 46, one was supplied to the Indian Institute of Techno
logy, Kanpur and another to the Kerala Flying Club. The balance of 44 
was issued to NCC Air Squadrons. A statement is attached, (Annexure) 
part 1 of which gives the position of these 44 Rohini gliders in regard to 
their location, date of receipt, whether used or not and if not used, reasons 
therefor. The broad reasons for non-use of the gliders, where not used, 
are as follows ;—

(i) Lack of sufficient number of gliding instructors.

(ii) Lack of hangar facilities.

(iii) Lack of airfield facilities.

2. To overcome the shortage of gliding instructors, it is proposed to 
post more GD pilots from the Air Force to NCC Air Squadrons, give them 
glider conversion training and utilise their services thereafter either as OC 
of such units or gliding instructors in such units. Attempts made in the 
past to recruit civilian gliding instructors have not been successful due 
mainly to inadequacy of the pay scalcs. It has now been agreed that the 
pay scales of civilian gliding instructors should be revised upwards to 
Rs. 500—40—700. Urgent steps will now be taken to recruit civilian 
gliding instructors through the UPSC.

3. Although the provision of hangar facilities for NCC Air Squadrons 
is the responsibility of the State Government yet such facilities have not 
been provided by them so far in many cases. The State Governments 
were accordingly addressed individually in July, 1966. In the meantime, 
DGCA/Air Force hangars where made available have been used. Steps 
will be taken to bring pressure on the State Government from time to time 
to provide hangar facilities where they do not exist.

APPENDIX II
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4. At Indore and Lucknow, although hangar facilities were available, 
yet gliding could not be done because the Air fields were under repairs 
since November 1964. (The aurfidd at Ranchi also was under repairs 
since November, 1962 but has since been made available for use). It 
has been intunated that the airfields at Indore and Lucknow would be 
available for use by December, 1966.

5. Certain mandatory modifications are also to be carried out to 42 
out of the 44 gliders supplied to the NCC Air Squadrons so far. Until 
these modifications are carried out, the gliders could not be flown. It is 
proposed to obtain the modification khs and carry them out in the gliders 
soon.

6. It is proposed to draw out a detailed programme for all steps to be 
taken with a view to putting all the gliders into use as quickly as possible. 
In the meantime, the possibility of loaning these gliders to civil flying clubs 
so that they could give training to the NCC cadets is also being explored 
actively through the DGCA.

7. Part II of the statement attached gives details of distribution of the 
e i^ t single seater gliders received during 1957-58. These gliders could not 
be used so far for the reasons explained in the remarks column of that state
ment. With the programme proposed for utilisation of dual seater gliders 
and referred to in the earlier paragraphs, cadets are expected to reach the 
standard required for solo gliding soon when these single seater gliders 
would be put to use.
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ANNEXURE
Annexure to Ministry of Defence Note dated 10-11-1966 to P.A.C. on 

Para 11 of Audit Report (DS), 1966.

PART—I
Statement showing Location of 44 Rohini Gliders supplied to the 

Air Wing, N.C.C.

SI. Name of Unit No. of Rohini Used
No. and location Gliders or

(Date of Receipt) Not

Remarks

I Andhra Air i (Feb. 64) 
Sqn. N.C.C. 

SECUNDERABAD

No (a) The glider is in crate 
due to shortage of han
gar space. Space allot
ted in the DGCA han
gar is being utilised for 
housing old gliders.

(b) Gliding on old gliders 
was in progress till Mar. 
1563. Thereafter due to 
intensive powered fly
ing bv No. I TTW at 
BEGUMPETAF from 
dawn to dusk, the use 
of BEGUMPET AF for 
gliding purposes was 
denied. This state of 
affairs continues e\’en 
today.

(c) The imit is to restart 
glider training at Nadar- 
gul AF where NCC han
gar is to be construaed. 
Land for this purpose 
has been allotted by 
DGCA and the State 
Govt, has allotted funds 
for the construction of 
hangar.
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2 2 Bihar Air i (Feb. 64) 
Sqn.NCC.
RANCHI.

I Delhi Air 
Sqn. N.C.C. 
DELHI.

2 (Received after 
Mar, 66. Actual 
date of receipt 
being ascertain
ed)

4 I Gujarat Air 2 (June 64) 
Sqn. N.C.C.

{d) The present OC GD 
(P) will be given glider 
conversion after the 
hangar is constructed at 
Nadargul.

No (a) CPWD hangar available 
at Ranchi. TheAiriidd 
was under repair since 
Nov. 1962. As such no 
gliding could be carried 
out. A board of officers 
was held in July 66 by 
D.G.N.C.C. to deter
mine the suitability of 
RANCHI AF for glider 
operation. The board 
suggested certain repairs 
to the existing gliding 
field.

{b) On completion of the 
repairs the OC GD(P) 
who has been posted 
with effect from 10 Oct.,
1966 will be given glider 
conversion training. 
Thereafter glider train
ing can start.

No All facilities are available 
for glider flying. Rohini 
gliders have been re
ceived after March, 66. 
Mandatory modifi
cations 17 and 18 have 
to be carried out. It is 
expected to get these 
mods done by Decem
ber 1966.

t^o (a) The gliders (Rohini) 
are still in crate for want 
of hangar space.

(6) The instrument of one 
of the Rohini gliden is 
unserviceable on initial
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inspection for which in
vestigation is being car
ried out separately. 
DGCA has given us 
hangar space for one of 
the two old gliders. The 
Rohini gliders could not 
be assembled due to 
want of more hangar 
space. Recently DGCA 
has asked us to vacate 
this hangar as it is to be 
demolished in accord
ance with the expansion 
plan of BARODA A.F

(c) The State Govern
ment have been request
ed to construct hangars 
for Rohini gliders.

5 I Kerala Air i (Received after No 
Sqn. N.C.C. March, 1966. 

TRIVANDRUM Actual date of 
receipt being as
certained).

All facilities are available 
for glider flying. Rohini 
gliders have been re- 
cieved after March, 66, 
Mandatory modifica
tions 17 & 18 have to be 
carried out. It is ex
pected to get these mods 
done by Dto., 66.

IM P Air 2 (Feb-April No The Rohini gliders are 
Sqn. N.C.C. 1964) still in crate for want of
INDORE hangar space. Glider

flying on old glider 
kept in the por~ 
tion of the DGCA 
hangar could not be 
carried out as INDORE 
AF is under repair since 
Nov., 64. The AF may 
be available by Dec., 66 
for glider flying. The 
OC GD (P) will be con
verted to start glider 
flyii^onthe airfield be
coming ser^ceable.
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2 MP Air 
Sqn. NCC 
BHOPAL

2 (Despatched No 
by HAL on 29 
Sept. 1966)

3 MP Air Sqn 2 (July 65) 
NCC 
RAIPUR.

No

I Madras Air 
Sqn NCC 
MADRAS

2 (Received after 
March 1966. 
Actual date of 
receipt being 
ascertained.

No

10 2 Madras Air 2 (Feb. Oct. 
Sqn NCC 1964) 

COLMBATORE

Yes

II 2 Mah Air 
Sqn. NCC 
NAGPUR

2 (March-April 
64)

Yes

12 3 Mah Air 
Sqn NCC 
POONA

2 (Jan-March
1964)

Yes

All facilities are available 
for glider flying. On 
receipt of Rohini gli
ders they will be assem
bled. The OCGD(P) 
will be given glider 

conversion immediately.

Gliders are still in crate 
due to non-availability 
of hangar. The State 
Govt, have been asked 
to expedite construc
tion of hangar.

The unit shifted its loca
tion from Meenambakam 
air field to Air Force Ta- 
mbaram air field where 
AF hangar is available, 
in Sept.,66. The shift
ing was necessary due 
to heavy air traffic at 
Meenambakam airfield. 
The OC GD (P) has 
been posted with effect 
from 1 Nov., 66. He 
will be given glider con
version on his arrival in 
the unit.

All facilities are available 
for glider flying. One 
Rohini glider has flown. 

The other one is still 
in crate for want of han
gar space.

All facilities are available 
for glider flying. One 
Rohini glider has been 
used. The serviceability 
state of the other Rohini 
glider is under investi
gation.
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13 I Mysore Air 2 (Feb 64 
Sqn NCC June 65) 

BANGALORE

Yes AU fadlhies an  available 
for glider flying.
*•

14 I Orissa Air i (Feb 64) 
Sqn NCC 

BHUBANESH
WAR

No Due to difficulties operi- 
enced in carrying out 
der flying at CUTTACK 
the unit was shifted 
to BHUBANESHWAR 
in May-June 66 as haa- 
gar is available at the 
latter place. The unit 
was without an OC 
from June, 63 toSqK., 
65. The new OC took 
immediate action to shift 
the unit to BHUBA
NESHWAR where 
^ d e r  flying could be 
inagurated. The OC 
GD (P) has undergone 
oMiversiQn In Oct., 66. 
Glider flying will comr 
mence in Dec., 1966.

15 I Punjab Air 2 (Feb 64 No 
Sqn N.C.C. Mar 64) 

JULLUNDUR

16 2 Punjab Air 2 (Feb., 64 No 
Sqn. N.C.C. Mar 64) 

AMRITSAR

17 I Raj Air 
Sqn N.C.C. 

JAIPUR

><8 2 Raj Air 
Sqn. NCC 
KOTAH

2 (Oct 1964) Yes'

2 (July 65 
Aug. 65)

No

Gliders are still in crate 
for want of hangar space. 
State Govt, have been 
asked to expedite die 
construction of hangar.

Same as above.

Glider flying facilities are 
available.

No hangar Polities are 
available. The gUdets 
are in crates. The State 
Govt, have been asked 
to expedite construcdoo 
of huigar.

••One Rohini glider has been used. TTie other one needs rqiairs. 
.*2534(Aii) L.S.—8.
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2

19 3 Rii Air 2 (Aug 6$) No 
Sqs. NOC 

UDAIPUR

20 lU PA irSqn 2 (May 6s) Yes
NOC
KANPUR

21 2 UPAirSqn 2 (AfterMarch No
NCC 2966. Actual
LUCKNOW dateofieodpt 

bang ascertai
ned)

22 3 UP Air Son i (July 6s) No
NCC

PANTNAGAR

23 I  Bengal Air 2 (Feb-Mardb No 
Sqn. NCC 1964)

CALCUTTA

24 2 Bengal Air 3 (Jan 64) No 
Sm. NCC 

CALCUTTA

Gliders «re in cratesin tlie- 
DGCA hangar. Due to 
Portage (rf* todhnical staff 
these gliders could not 
be assembled. Since 
June 66 action has been 
tdcen to have the 
necessary tedinical 
staffposted. OC GD(P) 
has been posted since
I April 66. Action is 
in hand to activate 
glider flying in Dec. 66.

All glider flying facilities- 
are available.

Ludcnow air fidd 
under repair since Nov. 
64. It has not yet been 
declared fit for dider 
operations. Glider flying 
is expected to commence 
by December, 1966.

Glider is in crate due to 
ncm-availabiltqr o£ 
hangar accommodatioa. 
The State Govt, has 
been approached to ex
pedite construction of 
hangar.

The Rohini gliders bdong- 
ing  to No. I and No. 2 
Bengal Air Sqn. NCC 
are acoommodated in 
one DGCA hangar at 
Behala A/F. Two of 
these Rdiini (Riders are 
in crates. In June 63 
a letter was issued 
the Controller of Aero
dromes Calcutta region 
to IX. Director G enm t 
NCC requesting him to 
examine the fisasft>Qiqr o f 
caffvinE ont at
Befaala AF.
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64 Wg. Cdr. Nallaya 
met with an acddent 
while carrying out 
ding at Bdiala AF on 
old glider.

The Court of Inquiry find- 
ings indicated that the 
dose pnndnuty of canal 
at one and the landing 
ground fencing at die 
otiier is a hazard 
to gliding activities. 
Gliding activities there
after have been suspen 
ded. A Board of Officers 
is now being constituted 
again to re-examine die 
feasibility of carrying 
out gliding at Bdiala 
Air Fidd in the light 
of the previous Court 
of Inquiry findings.

PART—II
Distribution of 8 single seater gliders received during 1957-58.

SI.
No.

Name of the Unit & 
location

No. of gliders 
supplied

Remarks

I 2 3 4

II Raj Air Sqn NCQ 
JAIPUR (now I Raj Air 
Sqn N.C.C.)

13 UP Air Sqn NCC, 
LUCKNOW (now 2 
UP Air Sqn NCC)

9 Mysore Air Sqn NCC, 
BANGALORE (now
I Mysore Air Sqn. NCC)

14 Bihar Air Sqn NCQ 
RANCHI(now2 Bihar 
Air Sqn NCQ

2 Bengal Air Sqn NCC, 
CALCUTTA (now i 
Beng«lAirSqn.NCC)

These are used after a cadet 
has undergone dual in mic
tions and is conpetesnt to 
^ d e  solo. But as the dual 
instruction hours have been 
low, none of the cadets 
readied the standard re
quired for s(do gliding. 
Hence these s in ^  ^dere  
could not be put to use.

Only one Air Sqn NCC repor
ted non-availability of asem- 
bty/servidng manuab in 
respect of these, gliders. The 
manuals were supplied to this 
unit subsequendy.



110

17 Gujrat Air Sqn NCC, 
BARODA (now i 
Gujrat Air Sqn NCC)

10 Orissa Air Sqn. NCC, 
CUTTACK (now i 
Orissa Air Sqn NCC, 
BHUBANESWAR,)

2 Bengal Air Sqn NCC, 
CALCUTTA (now i 
Bengal Air Sqn NCC)



(Vide para 2133 of this Report).

MINISTRY OF DEFENCE

S u b j e c t :— PubUc Accounts Committee—Consideration of the Audit Report 
(Defence Services), 1966; Page 14, para 24 Extra Expenditure 
in Local Purchase (Foodstuffs).

Note relating to extra expenditure in local purchase of foodstuffs.

The Public Accounts Committee has desired to know when the certificate 
from the Market Superintendent was obtained. A statement giving the 
number and date of the letter from the O.C. Supply Depot, Calcutta asking 
for the local market rates and the date on which the market raites were 
furnished by the Superintendent College Street Market, Calcutta or his 
Assistant (Collecting Sircar College Street Market) is attached as 
Annexure I.

2. The P.A.C. also desire to know when the certificate from the Market 
Superintendent was first produced before the Court of Inquiry, whether 
it was before the first Court or second court and if it was produced before 
the second why was it not produced before. In this case, only one Court 
of Inquiry was held on the 13th September, 1965. This was followed by a 
Summary of Evidence. A Court of Inquiry is held to investigate whether 
there is a prima facie case against the individual complained of. This is 
followed by a Summary of Evidence if the findings of the Court of Inquiry 
•how that there is a prima facie case against the individual.

3. From the questions and replies of the Court of Inquiry proceedings. 
It appears that the O.C. Supply Depot, Calcutta produced certificates obtain
ed by him from the Market Superintendent at the Court of Inquiry. The 
certificates were not however taken on record of the Court of Inquiry pro
ceedings.

4. The opinion of the Court of Inquiry was that the O.C. Su{^ly Depot, 
Calcutta had been purchasing the item at exorbitant rates and he had failed 
to comply with instructions regarding authentication of local market rates. 
A Summary of Evidence was therefore taken during October-November, 
1965. It is seen from the papers relating to the Summary of Evidence that 
the Supdt. of College Street Market. Calcutta was questioned widi

APPENDIX III
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regard to the certificates of local market rates obtained the O.C. Supply 
Dqx>t, Calcutta. These certificates were exhiUted as evidoice and the 
Supdt. College Street Maricet, Calcutta idraitified his signature on 
all except six certificates. The Cdlecting Sicar College Street Market, Cal
cutta identified his initials <m the six certificates which had not bem identi
fied by the Supdt. College Street Maiket.

5. It may also be stated for the information of the P.A.C. that record 
indicates that tenders had been invited by the O.C. Supply Depot, Calcutta 
for the local purchases made by him and the lowest quotation accepted in 
all cases. It is, however, observed that at the time local purchases were 
made, the prevailing market rates were not obtained through a Board of 
Officers convened by the Station Commander and these were not published 
through Station Orders according to the prescribed procedure.

6. A Board of Officers was subsequentiy detailed by the Station Com
mander, Calcutta during January—^March, 1966 in accordance with the 
existing rules to ascertain market rates prev^ng during tlie period the 
purchases were made and these rates were authenticated through Station 
orders issued on 16th April, 1966. The rates so authenticated were the 
prevailing retail rates as worked out by the Board in consultation with the 
Civil Marketing Superintendents of various markets in Calcutta. A com
parison of the rates paid by the O.C. Supply Depot, Calcutta for the various 
items purchased by him with the rates as authenticated through station 
orders shows that an extra expenditure of Rs. 11,223-91 paise only was 
incurred in these purchases.

7. The officer concerned had a heart attack. A Medical Board recom
mended his invalidment from service. Accordingly, he has been invalided 
out of service after consultation with the Central Vi^lance Commission. 
The Special Police Establishment is still investigating into the matter.

Sd/- L. S. LULLA,
Joint Secretary.

21-11-1966. Tele No. 31804.
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ANNBXURE I

.Statement showing dates on which the Local Market rates were obtained by Aa
O.C. Si4>ply Depot, Calcutta.

Number & date of OC Sup{dy Depot 
letter asking for local market rates. furnished by the Supdt. College 

Street Matket/his Assistant

634/ST6B dated loth October, 1964 22nd October, 1964

634/ST6B dated 4th October, 1964 . 22nd October, 1964

634/ST6B dated 23rd October, 1964 loth November, 1964

634/ST6B dated 2nd December, 1964' 14th December, 1964

634/ST6B dated 4th March, 1965 8th March, 1965

634/ST6B dated 5th March, 1965 9th March, 1965

634/ST6B dated 5th March, 1965 9th March, 1965

634/ST6B dated 8th March, 1965 9th March, 1965

634/ST6B dated 9th March, 1965 . 9th March, 1965

634/ST6B dated 9th March, 1965 9th March, 1965

634/ST6B dated izth'March, 1965 I2th Manh, 1965

634/ST6B. dated 19th March, 1965 23rd Mardi, 1965.
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(,Vide para 2.169 of this Report)

MINISTRY OF DEFENCE

Note relating to the expenditure on provision of accommodation for Army 
Headquarters StaHc Workshop EME at Delhi Cantonment, Audit Re
port Defence Services, 1966—Para 35.

APPENDIX IV

The Public Accounts Committee at their sitting held on 27th October, 
1966 desired that a detailed note may be furnished on Para 35 of Audit 
Report, Defence Services, stating inter alia:—

(i) how the site for the construction of an Army Workshop was- 
first selected;

(ii) why was it abandoned;
(iii) why could not the site be used for any other purpose;
(iv) are there any criteria laid down for the selection sites for Army 

Workshops; if so what are they; and
(v) whether those criteria were followed in the above case?

2. Army Headquarters had issued instructions under their No. 
9623/30/Q3W(iii), dated 12th April, 1947 regarding the procedure lor 
planning and siting new projects. A copy of the instructions enclosed*. 
It will be seen from page 6 of the procedure, referring to siting boards that 
certain instructions and guiding principles have been indicated for siting 
and lay out of projects by siting boards. The various points the siting 
boards have to take into consideration have been elaborately stated therein 
and exhaustively dealt with in Appendix I and Appendix II of the 
instructiolis.

3. Subsequently, instructions were issued under Army Headquarters 
No. 61279/Q3W/(iii), dated 22nd June, 1953 for planning and siting of 
new projects. These instructions reiterated the important points of earlier 
instructions and emphasised that orders for reccee-cum-siting and costing- 
cum-siting boards in respect of major, works should normally be issued by 
Army Headquarters/Command Headquarters except in the case of projects 
costing upto Rs. 1 lakh each where Area Headquarters may issue necessary' 
orders.

•Not printed.
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4. In this particular case, the reccee-cum-siting and costing board waŝ  
ordered by the GOC-in-C, Western Command on August, 1962. The- 
Board was directed Iqr Army Headquarters on 7 September, 1962 to bear 
in mind the following requirements while siting the project:—■

(i) The workshop would be located in the opposite direction to 
Meerut.

(ii) The building housing the welding generator and vehicle repair 
shops would be sited so far away from the signal centre as 
possible within the available area and will be sited in consulta
tion with Army Headquarters Signal Regiment.

The reccee-cum-siting and costing Board followed the normal procedure 
and after considering 3 sites, ‘A’, ‘B’ and ‘C , recommended on site ‘B’. 
They, however, stated that if site ‘B’ was not available, the project should* 
be sited at site ‘C . They rejected site ‘A’ on the ground that firstly it 
was rocky and uneven and extensive rock-cutting would be required; 
secondly, it was three miles away from the Army Headquarters Transport 
Company and thirdly, the road from the Transport Company passed through 
congested built up civil area. The GOC-in-C, Western Command accepted' 
site ‘B’ as recommended by the Reccee-cum-siting and costing Board.

S. The proceedings of the Reccee-cum-siting and costing Board and' 
the recommendations of the GOC-in-C, Western Command were considered 
in Army Headquarters. The Army Headquarters did not approve site ‘B’ 
because it came within the Green Belt area and the proposed artificial lake 
area. They did not also approve site ‘C’ because it formed part of area 
earmarked for domestic accommodation for AFHQ personnel. Army 
Headquarters asked Western Command on 4th June, 1965 Jo consider 
whether site ‘A’ would be acceptable to them. Western Command, how
ever, reported that site ‘A’ was not acceptable to them. This was apparently 
because of the reasons given by the Reccee-cum-siting and costing-cum- 
siting Board and accepted by the GOC-in-C, Western Command.

6. Another site ‘D’ was also considered but it was also not acceptable 
to the Directorate of Signals being too close to Signal Centre and in the 
line of transmission to Meerut which would cause interference in the- 
working of their HVF/SHF link Delhi/Meerut.

7. EME, therefore, proposed that the workshop should be located at 
site ‘E’. QMG agreed with this recommendation and the project was 
ordered to be executed on site ‘E’ in Jidy, 1963. In taking the decision, 
the Officers concerned presumable took into account the varipus facts and 
authorisations awarding to their judgement and in accordance with the- 
prescribed procedure.
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8. The total reqiuiement (rf land for the unit was estimated at 35 acres 
M  indicated bdow:—

(a) 12 acres for approach ro9d.

(b) IS acres for Technical and Administrative accommodation.

(c) 8 acres for married accommodation.

9. Under Army Headquarters letter No. 66283/Q3W(West), dated 
2nd February, 1964, necessity was accepted for provision of accommodation 
for the Static Workshop at Delhi Cantonment at a rough cost of Rs 19-59 
lakhs, out of which site clearance accounted for Rs. 4 laUis. The 
ahead sanction for site clearance was restricted to only 27 acres (@ 
Rs. 14,000 per acre), the remaining 8 acres having been left out as at 
4hat time there was a ban on construction of married accommodation. 
The contract for site clearance was accepted on 15th April, 1964 and the 
work commenced on 27th April, 1964.

10. Under Government of India, Ministry of Defence letter No. 
A/30973/Q3W(Policy)/325-S/D(W-II), dated 12tii March, 1964, a 
Cantonment Planning Team was constituted. This team was given the task 
for drawing up a Master Plan for Delhi Cantonment. Its. terms of reference 
were much wider than that of the Reccee-c«m-siting of costing-cwm-siting 
Board since they had to consider the planning of the whole Cantonment. 
This Team examined the recommendations of the Siting Board and came 
to the conclusion that the location of the EME workshop at site ‘C’, 
sketch ‘P’ which is the same as site ‘E’ in the enclosed map, would not 
be appropriate since it would come in the middle of domestic neighbourhood 
for officers and as such would prove a source of danger particularly to 
children, that there were no roads nearby where testing could be done and 
that the site was situated on the skuline of the Delhi Ridge, and being in 
dose proximity to the Delhi University Campus, the workshop area 
consisting of tin-roof sheds and single storey constructions would stand 
as an ugify anachronism for all time to come. In view of these facts, the 
Cantonment Planning Team suggested that the workshop should be located 
at another site. They, however, considered this site as ideally suited for 
a large married colony of officers or for hosjntal/administrative buildings. 
On the basis of this advice of the Planning Team, DG(W) took up the 
matter with QMG on 7th September, 1964 and recommended that the site 
should be abandoned. The Army Headquarters filially decided to locate 
the workshop at its present site. There are no reasons on record to 
indicate why the present site was selected. Instructions were issued 
E-ia-C on 24th September, 1964 asldng for immediate suspension of all 
work on the previous site. Under these instructions, condusion of farther 

^contracts for .the works was also to be held in abeyance till the final location 
.and layout were finalised.
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11. The work of site dearance had in the meantime proceeded to a 
certain extent and by the time the work was stoi^)ed in pursuance of the 
instructions issued, an expenditure of Rs. 2*5 lakhs had aheady been 
incurred on site clearance of approximately 18 acres, out of which 12 acres 
(cost Rs. 1-68 lakhs) represented the site earmarked for the approach 
road. This approach road is useful for both the sites. The workshop is 
to serve the vehicles for the Transport Company located near Moti Bagh 
and the vehicles of tlie President Body Guard Lines. Consequent^ the 
Link Road has been provided with two accesses, one oq the Kitchner Road 
the other on the Shanti Path. The same road is e:q>ected to serve the 
new location also with an additional length of the road of approximately 
1,400 feet. The cost of this additional length will be approximate^ 
Rs. 52,000.

The balance of Rs. 84,000 was spent on the development of the 
remaining 15 acres which was meant for Technical Administrative accom
modation. In terms of cost, the area developed was equivalent to 6 acres.

12. In the new site, the layout was compressed and area was restricted 
to 29 acres. This restricted area of 29 acres includes the site for married 
quarters as well.

13. Administrative approval in respect of the project was issued on 
21st October, 1965. The ban on married accommodation having been 
lifted in the meantime, the area required for the married accommodation 
was also included in the administrative approval for site clearance. A sum 
of Rs. 4-99 lakhs was provided for in the administrative approval for site 
clearance.

14. In this connection, it may be mentioned that the time the go ahead 
sanction was given by the Army H.Q. for construction on the site selected 
by them, the fact the site would be in closb proximity to the Delhi University 
Campus was not known to them.

15. The expenditure incurred on ute clearance will, however, not go 
waste. This cleared site will be put to me in the Master Han which has 
since been approved by QMG and E-in-C, ttie old site is now earmarked for 
locating the Command Military Hospital.

117

Sd.|- (L. S. LULLA), 
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APPENDIX V
{Vide para 4-36 of this Report)

MINISTRY OF DEFENCE

Note indicating the cost of Naval Stores lying unutilized.

A list of items rdetred to in para 17(lii) of the Audit Report, Defence 
Services, 1966 costing Rs. 3,39,198’60, indicating the date of thwr recdpt 
is attached (Annexure).

2. ISie items may be grouped into the following categories:—

(a) Serials 1, 2 and 3—
Naval Pumps and Accessories—Cost Rs. 27,000.
Dates of receipt—1954-1957:

Hiese were specially procured for Minesweepers. When the stores were 
indented the ships were in active service and their disposal was not con' 
tenq>latied. In 1956 Naval' Headquarters started considering whether to 
keq> these ships in commission. In July, 1958 it was finally decided to 
di^X)se of the ships. The Defence Minister’s approval was accorded on 
the 13tii November, 1958 and the ships were paid off in Februaiy, 1959. 
No item was purchased specifically for these ships after the decision was 
taken to dispose of the ships.

The items were not. therefore, fitted on the ships. As these cannot 
be fitted in any other ships either it has been decided to dispose of the 
stores.

Ca)Serial A—
Aluminium Brass Tubes— Cost Rs. 35,775 "00.
Recaved — %th November, 1954:

Hiese tubes were procured as a part of normal provisioning to cater 
for ships’ requirements of re-tubing oil coolers. Requirement of these tubes 
still and the present stock will be consumed- There will be no
deterioration in storage.

(c) Serials 5, 6, 10, 11, 12 & 13:
Components of Anti Submarine and Echo Sounding Sets— 
cost Rs- 1,23,963 62—Received— 1950—56:

These itons were also procured on the basis of normal provisioning, 
’fhese are important constituents of main units for Anti Submarine and
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Echo Sounding sets which are still fitted and in use in the ships in service. 
These are required whenever necessity for replacement arises. No replace
ment has been issued so far because the items already in use have been 
repaired whenever rendered defective. It is considered necessary to hold 
these items in stock for issue whenever the necessity for complete replace
ment arises.

(d) Serials 1, 8, 9. 14 and 15—

Components of Anti Submarine and Echo Sounding Sets cost 
Rs. 1,52,439 98—Received 1944—49:

According to the Depot ledgers these items were received from 
1944— 49. Records concerning the procurement of these are no Irager 
available due to laps of time and therefore the basis of procurement is not 
known. As in the case of items at sub-para (c) these are also constituents 
of sets still in service and therefore their retention has been ccmsidered 
necessary. There is no deterioration and the requirement for complete re
placement can arise at any time.

119

Sd. (N. D. BUCH), 
Joint Secretary, (Navy).

(M. of D. u.o. No. F.5(21)/65/D(N-l), dated the 16th November, 1966).
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MINISTRY OF DEFENCE

Note indicating how the crew sanctioned for the vessel was utiUzgd.
{Vide paila 4*46 of this Report)

At the meeting of the Putdic Accounts Committee hdd on 2Sth Octo- 
*ber, 1966, to consider the paragraphs relating to the Navy in the Audit 
Heport, Pefence Services, 1966, the Chairman of the P.A.C. directed that 
"with reference to para 43 of the Audit Report, a note should be submitted 
to the Committee indicating how the crew sanctioned for the Water Boat was 
•utilised elsewhere and the exact amoimt of infructuous expenditure incurred 
•on the pay and allowances oi the crew.

During the period from May 1960 to May 1962, the craft was secured 
•to moorings in the stream due to lack of adequate alongside berths in the 
Naval Dockyard. It was considered necessary that during the above period 
the regular crew should be available to ensure the safety of llhe craft and 
the security of the fittings, equipment and stores on boa^. The crew was 
4dso required to pump out water in case of leakage and operate auxiliaries 
.and fire figjiting equipment.

On the 3rd June, 1962, the craft was beached and the sanction for the 
.civilian crew of 24 was cancelled with effect from the 4th June, 1962. 
From that date, a watch keejKng crew of 7 d^nlians which was the barest 
minimum requirement to ensure the safety the fittings in the craft and 
its security was alone sanctioned for L.C.T. until its disposal. The balance 
■ot the crew were absorbed in the overall vacancies in the Harbour Craft 
Service in different categories. When the L.C.T. 4294 was disposed of 
An April, 1965, the personnel borne against the watch keq>ing sanction were 
.also absorbed in the vacancies in the Harbour Craft Service.

During the period from May, 1960 to May, 1962 some of the crew of 
LC r 4294 were also utilised for duties on otiher craft and for providing relief 
durii^ dckness, leave and unauthorised absence. A statement duywing the 
manner in v^ich some members of^the crew of the LCT were employed on 
other craft in the Harbour Craft Service durii^ the above period is attadied 
‘(Annexure).

In the circumstances stated above, it would not be correct to say
llhe expenditure incurred by way of pay and allowances of the crew of

!

APPENDIX VI
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LCT 4294 between May. 1960 and April, 1965 was infructuous. In fact, 
para 43 of the audit report does not refer to any infructuous expenditure 
but only states inter alia that during the period May, 1960 to April, 1965 
when the vessel was not practically put to any use. an expenditure of about 
1 lakh of rupees was incurred on pay and allowances of the Crew and 
maintenance of the craft. On verification, the above statement as well as 
the other sentences in the Audit Para were found factually correct and 
Audit was informed accordingly in January 1966.

Sd/- (N. D. BUCH) 
Joint Secretary (AT.) 
Ministry of Defence-

123
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ANNEXURE

DeUuh of Crew Ex-L.C.T. 4294 Employed on other craft from 
May. 1960 to May, 1962.

SI. Category 
No.

Total No. Period employed Dura-
No. employ- on other crafts tion in 

sanction- ed mcmths
ed for 
L.C.T.

4 2 9 4  __ _____________________________________ _____________________

3 4 5 6

I. Master

2. Sukhani

April, 1961 
May, 1961 
Jan., 1962 
February j 1962 
April, 1962 
May., 1962

3. Cassab 0/D I I March, 1961 3
Apr., 1961
May, 1961

4. Lascar ist Class 4 2 Jan., 1962 2
2 Feb., 1962

5. Lascar O/D 4 I Jan., i960 to 12
April., 1961

1 July, 1961 to 6
Dec., 1961

I Mar., 1962 to 3
May, 1962

6. Topass I I Jan., 1962 to 5
- May, 1962

7. Engine Driver • I I Mar., 1962 to 3
May, 1962

124
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I 2 3 4 5 6

8. Tindal 2 I Mar., 1962 to 3
May, 1962

9. Fireman 3 3 Jan., 1962 to 5
May, 1962

lO. Asstt. Firemen . 3 I Jan., 1961 to 4
Apr., 1961

2 May, 1961 I

2 June, 1961 I

II . Electrician I

12 Cassab E/R • I



MINISTRY OF DEFENCE 

(D epartment of D efence Production)

Note stating the justification jar creating the excess capacity for the 
manufacture of parachutes and how supplies special machines were pro- 
posed to be used.

{Vide para 5-30 of this Report)

The PAC desired that with reference to para 8— creation of excess capa
city of AUDIT REPORT (DS) 1966, a detailed note may be furnished 
stating the justification for creating the excess capacity for the manufac
ture of the item and how the surplus special purpose machines are proposed 
to be utilised.

N ote

A  sanction for establishment of capacity for manufacture of 2,000 sup
ply dropping parachutes (28 feet) and 500 Man-dropping parachutes and 
para-connected equipment per month in two shifts of 10 hours each, was 
issued in June and September, 1962. The additional capacity was to be 
created in the Clothing Factoiy, Avadi.

2. The capacity in the Ordnance Factories for manufacture of the para
chutes, as in December, 1961, the proposed additional capacity in the 
Clothing Factory, Avadi, and the then assessed annual demand were as 
under:—

APPENDIX VII

Capacity per annum
Total

Assessed
annual

demandItem Clothing
Factory
Shahja-
hanpur

Ordnance
Parachute
Factory,
Kanpur

Clothing
Factory,

Avadi

28 Feel supply 
dropping para
chutes 21,000 * • f 24,000 45,000 70,000

60 feet Do. - • -
6,000 6,000 8,700

Man-dropping
parachutes

...................
126

6,000 6,000 6,000



3. On 17th November, 1962, following the declaration of emergency, 
an additional order for 2)50,000 numbers of 28 feet supply dropping para
chutes was placed by Army Headquarters on DGOF. As a result of 
consultations with Army and Air Headquarters as well as Border Roads 
Development Board, it was decided by the Ministry of Defence in August, 
1963 that the capacity for manufacture of 28 feet supply dropinng para
chutes should be planned at 30,000 per month and that this rate of pro
duction of parachutes would ulilised fully the then capacity of the Indian 
Air Force for dropping supplies to our troops in the border areas. Another 
order for 2,20,600 numbers of 28 feet supply dropping parachutes was placed 
by Army Headquarters on the DGOF, on the 30th July, 1963. Having 
regard to the increased requirements, a further Government sanction was 
issued in December, 1963, for balancing the capacity for production of 
supply dropping parachutes in the three Ordnance Factories at Shah- 
jahanpur. Kanpur and Avadi, on the basis of the latest approved methods 
of manufacture, at a total cost of Rs. 10-03 lakhs.

4. With the issue of this sanction in December, 1963, the following 
capacity was to be set up in the Ordnance Factories:—

127

Item Capacity per month Total
Capacity

per
month

Total
capacity

per
annum

Clothing
Factory,

Shaha-
jahanpur

Ordnance
Parachute
Factory,
Kanpur

Clothing
Factory

Avadi

28 feet supply 
dropping para

chutes . 3,000 21,000 6,000 30,000 3,60,000

60 feet Do. 1,000 1,000 12,000

Man-dropping
parachutes 500 500 6,000

5. On a review of maintenance requirements supply dropping para
chutes for the period 1964— 1967. and taking into account also future 
development of roads, air-fields and advance landing grounds. Army Head
quarters reached the conclusion, in April, 1964, that no fresh indents for 
28 feet supply dropping parachutes were necessary and that as a result of 
the stepping up of production of this type of parachutes in the Ordnance 
Factories, sufficient reserves had been built up to justify a reduction, in 
furOier production in the Ordnance Factories, to 15,000 Nos. of 28 feet 
supply dropping parachutes per month. This matter was considered in 
all its aspects in consulation with the DGOF, who implemented this reduced 
programme, for manufacture of the 28 feet supp’y dropping parachute, from 
October, 1964. One of the factors justifying the reduction was that it



was found possible to retrieve and re-use a major part of the 28 feet supply 
dropping parachutes which had been used for dropping parachutes which 
has been used for dropping supplies in 1962-63 and 1963-64. The pro
duction of 60 feet supply dropi^g paraqhutes was stcqyped altogiether.

6. As a result of a further review of the position, it was decided in
May-June, 1966, in consultation with Army Headquarters, that further pro
duction of 28 feet supply dropping parachutes should not exceed 2,000 
parachutes per month at the Ordnance parachute Factory, Kanpur. At 
this rate of production it was expected to complete the outstanding order, 
as in May, 1966, for 37,500 Nos. of this type of parachute, by the end of 
1967. j

7. In implementation of the sanctions issued in 1962, the DGOF indent
ed for the under-mentioned machines out of which all except 2 Band Knife 
Machines had been received, as on 3rd November. 1966:—

(Nos.)
(1) Single needle machines (inclusive of Heavy Duty machines

a l s o ) . .................................... .........
(2) Two needle m a c h i n e s ..............................................
(3) Four needle m a c h i n e s .............................................
(4) Zig Zag m a c h in e s ......................................................
(s) M iscellaneous................................................................
(6) Band Knife Machines (not yet received)

T otal

128

674
25
50
30
54
2

835

8. Against the second sanction issued in December, 1963, the under
mentioned madiines were indented for by the DGOF on the dates spedfi- 
ed:—

Nomenclature of machine Date of 
indent

Quantity on 
indent

w

I. Zig 2̂ ag Sewing Machines 17-W-15 25-1-64 35 Nos,
2. Four Needle Industrial Sewing

Machines 131-W-H4 . 25-1-64 II Nos,
3- Basting Machines 16-K-104 25-1-64 48 Nos.
4* Two Needle Industrial Sewing

Machines 5/16” Gauge 25-1-64 142 N0S.I
5- Do. 7/8” Gauge 25-1-64 83 Nos. 1

1reduced
6. Do, i.J” Gauge 25-1-64 7 Nos,J to 66.

T otal 326 Ns. reduced
• to 160.



The DGOF took action to reduce the orders for 232' numbers for the 
two needle industrial sewing machines covered by indent dated 2Sth Janu
ary, 1964. The number of such machines actually obtained was only 66. 
It was not possible to take similar action in respect of the other madiines, 
which were covered by acceptance of tenders.

9. Out of the machines listed in the two preceding paragraphs, 674 
single needle machines can be utilised for clothing as well as parachute 
production. The two needle and four-needle machines, zig-zag machines 
and Basting machines are special purpose machines- As on the 3rd 
November, 1966, 111 such machines in all had been transferred to the 
Harness and Saddlery Factory and the Ordnance Parachute Factory, 
Kanpur, and the Qothing Factory, Shahajahanpur. Of the remainder of 
special purpose machines, a total of 118 special purpose machines, consist
ing of 42 two seedle machines, 39 four needle machines, 33 zig-zag 
machines and four basting machines were lying unused at the Clothing 
Factory, Avadi, in the absence of parachute production at that factory. 
The DGOF is exatmning the possibility of utilising, for other purposes, 
some of the zig-zag machines, by making suitable modifications in them.

Sd/- S. SAMPATH NARAYANNAN, 
Under Secretary.

Tel. 34359.
<File No. F31/3/66/D (Projects)
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MINISTRY OF DEFENCE 

(D epartm ent of D efen ce  Production)

Note indicating the date laid down for delivery of a store and to what 
extent supplies were made within the period of delivery.

{Vide para 5:59 of this Report)

Referring to Para 15 of Audit Report (Defence Services) 1966, the 
PAC desired:

(i) A statement may be furnished indicating the dates of delivery 
laid down in the order placed in November, 1963 and to what 
extent supplies were made within the period of delivery.

(ii) A note may be furnished stating the quantity of store;—
(a) for which tenders were called for in October. 1963,

(b) for which orders were placed in November, 1963, and

(c) actually supplied by the firm? Why no fresh quotations were 
called for the increased requirements to obtain competitive 
prices?

and
(iii) to icnow what is the latest cost of production of the stores to 

the revised specification in the ordnance factory?

APPENDIX VIII

NOTE IN ANSWER

(i) A supply order No. TU/6001 (Springs) dated 16th January, 1963 
was placed by DGOF on M/s. Racmann Koshatkinn for 500 sets of springs 
for Shaktiman Trucks, with the stipulation that not less than 125 sets
per month were to be supplied commencing with cffect from five weeks
from the date of receipt of order. This was subsequently amended, vide 
Corrigendum No. TU/6(X)1 (Spring) dated 28th November, 1963, increas
ing the quantity to 1000 sets- The delivery period as indicated in the
Corrigcrr’jm was as below:— '

(a) 500 sets by 30th November, 1963.

(b) Balance 500 sets by 31st January, 1964.

130
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Subsequently however the finn asked for, and were granted, extension, 
of the delivery period upto the 31st October, 1964, on the ground that 
they had to depend on supply of steel spring flats from overseas countries.

Against the above order of November, 1963, the firm supplied 230 sets 
upto November, 1963. The full supply of 1,000 sets was completed by 
October, 1964.

(ii) Tenders had initially been called by DGOF in Novembcr/December 
1962 for the supply of springs for Shaktiman trucks, and the requirement 
indicated was @150 sets per month or 1800 sets a year. In March 1963, 
when it was known that the Army required spring with a proportion of
chrome vandium steel leaves, as per revised specification, M/s........the
firms who had quoted the two lowest rates in response to the earlier tender 
enquiry, were asked to confirm that they could supply the springs at the 
same rates as earlier tendered. In reply Firm B asked for a price increase 
of 25 per cent (i.e. Rs. 180/- per set) while Firm A raised their quotation 
by Rs. 8/- from Rs. 580/- to Rs. 588/- per set. Firm A was a new firm 
coming in the line and not borne on the books of the Directorate General 
of Technical Development. The DGOF placed an educational order on 
the firm on the 25th July, 1963 for 300 sets of springs. The firm pro
mised delivery of 150 sets per month commencing from four months after 
receipt of the order, but it took them till November, 1965, i.e. 28 months, 
to complete deliveries against this order-

In October. 1963, as there were large uncovered requirements of the 
Army for leaf springs for Shaktiman trucks, a further enquiry was made 
by DGOF from various firms drawing attention to the earlier enquiry of 
November-December. 1962, and asking for springs to revised specifications. 
The quotations were as under:—

1. Firm B

2. Firm ‘A’

3. Firm ‘C’

4. Firm ‘D’

Rs. 900 per set f.o.r. 
Delhi.

Rs. 608 per set 
f.o.r. Delhi.

Rs. 900 per set 
f.o.r. Bombay.

Rs. 760 per set 
f.o.r. Delhi.

Quatations received in response 
to DGOF’s equiries made
in March 63 based on
revised specifications—except 
that firm II charged an addi
tional Rs. 20 per set for delivery 
f.o.r. Ddhi.

Quotations received in response 
to DGOF’s tender enquiries 
of 21st October, 1963.

The quotation of Firm ‘C’ was passed over as they could not submit 
the sample for testing purposes and at that time they did'not have the 
requisite raw material with them evon to make a sample. The quotation



<of Firm ‘D’ was not acceptable as the springs tendered by them were not 
“shotpeened" as the specifications required. Although the offer of 
Firm ‘A’ was the lowest, DGOF did not accept it as he found that though 
this firm had shot-peening facility, it belonged to the Small Scale Industries 
group and, therefore, could not easily obtain import quota for raw material 
from the Iron and Steel Controller. As this was a small scale industry, 
they would have had to get their import licence through the State Director 
of Industries/Development Commissioner which would have resulted in 
considerable difficulty and delay DGOF was also of the view that it was 
doubtful if the firm had the ability to supply the material in time and also 
to the required technical specifications. M/s. Racmann’s was the only 
quotation which was to the approved specifications provided by samples. 
The order on the firm for 500 sets placed in January 1963 @ Rs- 720/- 
per set was increased on 28th November, 1962 to 1,000 sets @ 900 per 
set. This was done after the, firm had confirmed, in reply to DGOF tele
gram No. TU/6001 (Springs) dated 27th November, 1963, that further 
order @ Rs. 900/- per set, if placed, would be acceptable to them.

As indicated in (i) above, the firm supplied the 1,000 sets by October, 
1964.

(iii) The cost of production of these springs to the revised specifica
tions without shot-peening, for which facilities do not exist in the Ordnance 
Factory, Kanpur, during 1965-66 was Rs. 653-27 per set.

Sd/- S. SAMPATH NARAYANAN,
Under Secretary.

<File No. 2 /2 8 /6 6 P  (Proj.)
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